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BEFORE THE
I LLI NO S COMVERCE COWM SSI ON

COMMONWEALTH EDI SON COVPANY ) DOCKET NO
) 00-0259
Petition for expedited approval of )
i mpl enentati on of a market - based )
alternative tariff, to become effecti ve)
on or before May 1, 2000, pursuant )
to Article I X and Section 16-112 of )
the Public Uilities Act. )

)
CENTRAL | LLI NO S PUBLI C SERVI CE COWPANY) DOCKET NO
UNI ON ELECTRI C COVPANY ) 00-0395

)
Petition for approval of revisions to )
mar ket value tariff, Rider M. )

)

| LLINO S PONER COVPANY ) DOCKET NO
) 00-0461
Proposed new Ri der MVI and revi sions )
to Rider TC ) CONSOLI DATED
Springfield, Illinois

Cct ober 5, 2000
Met , pursuant to notice, at 9:00 A M
BEFORE:

MR LARRY JONES, Exam ner

SULLI VAN REPORTI NG COVPANY, by
Cheryl A Davis, Reporter, #084-001662
Carla J. Boehl, Reporter, CSR # 084-002710
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APPEARANCES:

MS. SARAH READ

MR D. CAMERON FI NDLAY
MS. COURTNEY ROSEN
Sidley & Austin

10 Sout h Dearborn Street
Bank One Pl aza

Suite 5400

Chicago, Illinois 60603

(Appearing on behal f of Conmonweal th
Edi son Conpany)

MR CHRI STOPHER W FLYNN
Jones, Day, Reavis & Pogue

77 st \acker

Sui te 3500

Chicago, Illinois 60601-1692

(Appearing on behalf of Central Illinois
Publ i c Service Conpany and Uni on
El ectric Conpany)

MR JOSEPH L. LAKSHVANAN
500 South 27th Street
Decatur, Illinois 62521-2200

(Appearing on behalf of Illinois Power
Conpany)

MR DAVID |. FEIN

MR CHRI STOPHER J. TOANSEND

Pi per, Marbury, Rudnick & Wl fe
203 North La Salle Street

Suite 1800

Chicago, Illinois 60601-1293

(Appearing on behal f of NewEnergy
M dwest, L.L.C)
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APPEARANCES: (Cont " d)

MB. JULI E HEXTELL

29 South La Salle Street
Suite 900

Chicago, Illinois 60603

(Appearing on behal f of NewEnergy
M dwest, L.L.C)

MR M CHAEL MUNSON

233 Sout h Wacker Drive
Suite 8300

Chicago, Illinois 60606

(Appearing on behalf of N cor Energy,
L.L.C.)

MR ERI C ROBERTSON

Lueders, Robertson & Konzen
1939 Del mar Avenue

P. 0. Box 735

Ganite City, Illinois 62040

(Appearing on behalf of the Illinois
I ndustrial Energy Consuners)

MR STEVEN G REVETH S
MR JOHN J. RElI CHART

MR JOHN C. FEELEY

160 North La Salle Street
Suite C-800

Chicago, Illinois 60601

(Appearing on behalf of the Staff of the
I1linois Comerce Comm ssion)
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MR W M CHAEL SEI DEL
Defrees & Fiske

200 South M chi gan Avenue
Suite 1100

Chicago, Illinois 60604

(Appeari ng on behal f
Li ght Conpany)

MR. R LAWRENCE WARREN
MR, MARK KAM NSKI

Ofice of Illinois Attorney
100 West Randol ph

12t h Fl oor

Chicago, Illinois 60601

(Appeari ng on behal f
State of Illinois)

MR DANIEL D. McDEVITT
321 North Cark Street
Sui te 3400

Chicago, Illinois 60610

(Appeari ng on behal f
Inc.)
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(Cont ' d)

of Central Illinois

Cener al

of the People of the

of Uni com Ener gy,
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DAVID E. N CHCOLS
By Ms. Read
By M. Minson
By Ms. Hextell
By M. Reichart
By M. Wrren
By M. Robertson
DEBCRAH L. LANCASTER
By M. Seidel
By M. Reichart
By Ms. Rosen
By M. Lakshnmanan
By Exam ner Jones

MARK EACRET
By M. Flynn
By M. Feel ey
By M. Fein

By Exam ner Jones
KEI TH P. HOCK

By M. Flynn

By M. Fein

By M. Reichart

By Exam ner Jones
HEI DI MUNSON

By M. Seidel

By M. Lakshnmanan

By Ms. Read
EXH BI TS
ICC Staff 5.0 & 5.0P
Conkd 6, 7, 8, 9, 10
Unicom Cross 1
Uni com Energy 1
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PROCEEDI NGS
(Whereupon I CC Staff Exhibits
5.0 and 5. 0P and Contd
Exhibits 6 through 10,
i ncl usi ve, were marked for
identification.)
EXAM NER JONES: On the record.

Good norning. | call for hearing the sane
three dockets as the |last three days: 00 -0259,

00- 0395, and 00-0461. These nmatters are
consol idated. 0259 is Conkd, 0395 would be the
Amer en Conpani es, 0461 Illinois Power, al
pertaining to nmarket val ue proposals.

May we have the appearances orally for the
record. As before, if you have already entered your
appear ance, you do not need to give us your phone
nunber or busi ness address unl ess you want to.

First on behal f of ConEd.

M5. READ. Sarah Read, Cam Fi ndl ay, Court ney
Rosen, Sidley & Austin, appearing on behal f of
Conmonweal t h Edi son Conpany.

EXAM NER JONES: Thank you
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[11inois Power.

MR LAKSHVANAN:  Joseph L. Lakshmanan, appearing
on behal f of Illinois Power Company.

EXAM NER JONES: Aneren Conpani es.

MR FLYNN:  Christopher Flynn, for the Ameren
Conpani es.

EXAM NER JONES: NewEner gy.

MR FEIN David I. Fein and Christopher J.
Townsend, of the law firmof Piper, Marbury, Rudnick
and Wl fe, and Julie Hextell, on behalf of NewEnergy
M dwest, L.L.C

EXAM NER JONES: kay. Thank you.

Conmi ssion Staff.

MR REVETH S: Steven G Revethis, John
Rei chart, and John C. Feel ey, on behalf of the
Il'linois Conmerce Conmi ssion Staff, M. Exam ner.

EXAM NER JONES: Al right. dLCO

MR SEIDEL: W Mchael Seidel, for the law firm
of Defrees & Fiske, appearing on behalf of Centr al
Il'linois Light Conpany.

EXAM NER JONES: And for I1EC, 1 think

M. Robertson will be returning and entering his
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appear ance soon.
Ni cor Energy, L.L.C

MR MUNSON: M chael Munson, fromthe law firm
of M chael A Minson.

EXAM NER JONES: Uni com Energy. There's no
appearance this norning for them

Attorney Ceneral .

MR WARREN. R Lawence Warren and Mark
Kam nski, of the Attorney Ceneral's Ofice, on
behal f of the People of the State of Illinois.

EXAM NER JONES: Are there other parties w shing
to enter appearances this nmorning? Let the record
show there are not at this tine.

I think we have a witness lineup. | don't
know if there is to be some reshuffling of that. I
think that Staff wants to take care of the testinony
of M. Giffin. |Is that right, M. Reichart?

MR REICHART: That's correct, M. Exam ner.

EXAM NER JONES: So is there a notion you want
to make regardi ng that?

MR REICHART: Yes. Staff would nove to have

admtted into the record the Direct Testinony of
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Thomas L. Giffin. There are two versions, a
redacted and proprietary version. The redacted
version has previously been marked for purposes of
identification as ICC Staff Exhibit 5.0 entitled
Redacted Direct testinony of Thomas L. Giffin
consi sting of four typewitten pages. The
proprietary version has previously been marked as
ICC Staff Exhibit 5.0P titled Proprietary Direct
Testinmony of Thomas L. Giffin, also consisting of
four typewitten pages.

Bot h of these docunents have attached to
theman affidavit in which M. Giffin has indicated
that he is famliar with the contents of the
testinmony and the testinony is true and correct to
t he best of his know edge.

EXAM NER JONES: Thank you

Any objections to that? There are none.
Staff Exhibits 5.0 and 5.0P are adm tt ed into
evi dence at this tine.

(Whereupon ICC Staff Exhibits
5.0 and 5. 0P were received

i nto evidence.)
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MR REI CHART: Thank you.

EXAM NER JONES: | would just note again for the
record that we won't do it at this mnute, but all
the proprietary or confidential or unredacted
testi mony woul d be an evidence matter that we will
need to get specific lists of individuals and
conpani es who are entitled to see that. That also
goes for the in camera testinmony transcripts, and
that will be by individuals simlar to what Ms. Read
provi ded for ConEd, and we will need to match that
up by exhi bit and by in canera testinony portions.

M5. READ:  Your Honor, if it would be hel pful,
we would commit to working with Staff to provide a
single, conprehensive list of the proprietary
exhibits and in camera portions, circulate that to
the parties to make sure it's accurate, and file it
within two weeks of the end of hearings.

EXAM NER JONES: Yeah, that sounds good. |
think we mght need it a little sooner than that
because | think as soon as that testinony gets to
the derk's Ofice, the transcript testinony gets to

the Cerk's Ofice as well as the proprietary
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exhibits, then theoretically fromthat point forward
there may be parties seeking access to that, and

t hey' Il be thinking about witing briefs and things,
so we mght need to accelerate that some just for

t hat reason.

M5. READ: W could do the exhibits early next
week. The transcri pt we've ordered expedited but
not daily, and | understand I'll get the |ast
transcript next week and may need a few days at that
poi nt .

EXAM NER JONES: Well, we'll probably tal k about
this alittle bit later today. |'mnot sure how
quickly we'll need this, but we may need it fairly
quickly so parties will have access to that, and we
have a situation with the Staff testinony, for
exanple. Some of that confidential testinony is
avail able only to ConEd and other testinmony is
avail able only to Ameren

M5. READ: Right.

EXAM NER JONES: So we just need to be really
specific regarding that. W may get back to that

| ater today, too, to try to pin down the tines a
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little bit.

Of the record regardi ng the witness
order.

(Whereupon at this point in
t he proceedings an
of f -the-record di scussion
transpired.)

EXAM NER JONES: Back on the record.

There was a short off -the-record
di scussion for the purposes indicated.

M. Robertson, do you want to go ahead and
enter your appearance right now before we get to the
Wi t nesses?

MR ROBERTSON: Yes. FEric Robertson, Lueders,
Robert son and Konzen, |IEC
EXAM NER JONES: Thank you.

Al right.

MR MDEVITT: One nore, M. Examiner. Dan
McDevitt for Uni com Energy.

EXAM NER JONES: Al right. Could you give us
your busi ness address and phone nunber, sir?

MR MDEVITT: Yes, sir; 321 North dark Street,
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Suite 3400, Chicago, 60610.
EXAM NER JONES: Thank you.

Was there anything else the parties wanted
to take up up front before we get to the w tnesses?
Al right. There is not, so | think that brings us
to the ConEd witness panel. 1Is that right?

Consi sting of two individuals.
Pl ease rai se your right hands to be sworn.
(Wher eupon the wi tnesses were
sworn by Exam ner Jones.)
EXAM NER JONES: Pl ease be seat ed.
M5. READ:  Your Honor, I'Il proceed with the
traditional direct, and then when |I'mdone with that
we have sone additional direct on the NewEnergy

surrebuttal.
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PAUL R CRUMRI NE

DAVI D E. NI CHOLS
cal l ed as wi tnesses on behal f of Commonweal th Edi son
Conpany, having been first duly sworn, were exam ned
and testified as fol |l ows:

DI RECT EXAM NATI ON

BY MS. READ:

Q M. Crunrine, could you please state your
full nane for the record, by whom you' re enpl oyed,
and i n what position?

A (M. CGumine) Paul R Crunrine. 1I'm
enpl oyed by Conmonweal th Edison. M title is
Director - Regulatory Strategies & Services.

Q M. N chols, could you please state your
full nane for the record, by whom you' re enpl oyed,
and i n what position?

A (M. Nchols) My nane is David E. N chol s.
"' m enpl oyed by Conmmonweal th Edison. |'ma Senior
Pl anner in Strategic Planning.

Q M. N chols, do you have a copy of what
has been nmarked for identification as ConkEd Exhi bit

6 in this proceeding titled Direct Testinony of
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David E. Nichols dated March 31, 2000, consisting of
14 pages of questions and answers and an attached
verification?

A (M. N chols) Yes, | do.

Q Was this testinony prepared by you or
under your supervision and control ?

A (M. N chols) Yes, it was.

Q Do you have any corrections, additions, or
nodi fi cati ons which you wish to nake to this
testinmony at this time?

A (M. N chols) No, | do not.

Q If you were asked the questions set forth
in ConkEd Exhibit 6 today, would your answers be as
set forth therein?

A (M. N chols) Yes, they woul d.

Q M. Crunrine, do you have a copy of what
has been narked for identification in this
proceedi ng as ConkEd Exhibit 7 titled D rect
Testinmony of Paul R Crunrine dated March 31, 2000,
consi sting of 18 pages of questions and answers and
an attached verification?

A (M. Cunrine) Yes, | do.
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Q Was this exhibit prepared by you or under
your supervision and control ?

A (M. Crunrine) Yes.

Q Do you have any corrections, additions, or
nodi fi cati ons which you wi sh to nmake to ConEd
Exhibit 7 at this tine?

A (M. Crunmrine) | have one nodification
that on pages 2 and 3 give my title and ny current
responsibilities. In March that reflected ny
responsibilities at that tinme. Those have since
changed. They're correctly reflected in the
additional testinmony -- additional direct testinony
that we filed in August. | don't need to restate
the entire responsibilities, but they are correctly
stated there

Q kay. Wth that update, if you were asked
the questions set forth in ConEd Exhibit 7 today,
woul d your answers be as set forth therein?

A (M. Crunrine) Yes.

Q Messrs. Crunrine and Nichols, do you have
a copy of what has been marked for identification in

this proceeding as ConEd Exhibit 8 consisting of ten
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pages of questions and answers and one attachnent
entitled Testinony of Paul R Crunrine and David E.

Ni chols in Dockets 00-0395 and 00-04617?

A (M. Crunrine) Yes.
A (M. N chols) Yes.
Q Was this docunment prepared by you or under

your supervision and control ?

A (M. Crunrine) Yes.
A (M. N chols) Yes.
Q Do you have any additions, corrections, or

nodi fications to make to ConkEd Exhibit 8 at this

time?
A (M. Crunmrine) No.
A (M. N chols) No.
Q If you were asked the questions set forth

in Conkd Exhibit 8 today, would your answers be as

set forth therein?

A (M. Crunrine) Yes.
A (M. N chols) Yes.
Q M. Crunrine and M. N chols, do you have

a copy of what has been marked for identification in

this proceeding as ConEd Exhibit 9 titled Rebuttal
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Testinmony of Paul R Crunrine and David E. N chols
consi sting of 17 pages of questions and answers and

one attachnent denom nated Attachnent A?

A (M. Crunrine) Yes.
A (M. N chols) Yes.
Q Do you have any corrections, additions, or

nodi fi cati ons which you wi sh to nmake to ConEd

Exhibit 9 at this point in tinme?

A (M. Crunmrine) No.
A (M. N chols) No.
Q If you were asked the questions set forth

in ConkEd Exhibit 9 today, would your answers be as

set forth t herein?

A (M. Crunrine) Yes.
A (M. N chols) Yes.
Q M. Crunrine and M. Nichols, do you have

a copy of what has been marked for identification in
this proceeding as ConEd Exhibit 10 consisting of 17
pages of questions and answers with six exhibits
denomi nated Exhibits 1 through 6 attached and titled
the Surrebuttal Testinmony of Paul R Crunri ne and

David E. N chol s?
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A (M. Crunrine) Yes.

A (M. N chols) Yes.

Q I f you were asked the questions set --
stri ke that.

Was ConEd Exhi bit 10 prepared by you or

under your supervision and control ?

A (M. N chols) Yes.
A (M. Crunrine) Yes.
Q Do you have any corrections, additions, or

nmodi fi cati ons which you wish to nmake at this tinme to

ConEd Exhi bit 107?

A (M. Crunmrine) No.
A (M. N chols) No.
Q If you were asked the questions set forth

in ConEd Exhibit 10 today, would your answers be as

set forth therein?

A (M. Crunrine) Yes.
A (M. N chols) Yes.
MS. READ: Your Honor, | nove for the adm ssion

of Conkd's Exhibits 6, 7, 8, 9, and 10, and then |
am prepared to proceed with our additional direct.

EXAM NER JONES: Just a quick point of
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clarification, the Attachment A to the Conkd Nunber
9 is no longer designated as confidential. Is that
correct?

M5. READ:. That's correct, and that designation
shoul d be stricken on the record copy.

EXAM NER JONES: Al right. And the attachnents
to the joint surrebuttal are to be treated as
attachments to and part of that exhibit. 1Is that
right?

M5. READ. That is correct.

EXAM NER JONES: Al right. Any objections to
t he admi ssion of those exhibits?

MR REVETH' S: No objection.

MR MJUNSON: Subject to cross.

EXAM NER JONES: |'msorry?

MR. MUNSON: | just said subject to cross.

EXAM NER JONES: Al right. Subject to cross,
Conkd Exhibits 6, 7, 8, 9, and 10 are adnmitted into
evi dence.

(Wher e upon ContEd Exhibits 6,
7, 8, 9, and 10 were received

i nto evidence.)
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DI RECT EXAM NATI ON ( Cont ' d)
BY MS. READ:
Q M. Crunrine and M. Ni chols, have you had
an opportunity to review the Joint Surrebuttal
Testinmony of Philip R O Connor and Tom

Branmschrei ber dated Septenber 22, 20007

A (M. Crunrine) Yes.
A (M. N chols) Yes.
Q Are you famliar with those portions of

the testinony, that surrebuttal testinony, that
di scuss various tables, PRO-6 through PRO-8 that are

attached to that testinony?

A (M. Crunrine) Yes.
A (M. N chols) Yes.
Q And woul d you pl ease respond to those

portions of the testinony that represent that those
tabl es reflect the ConEd net hodol ogy?

A (M. Nchols) Yes. | really don't agree
that they are really reflective of the Conkd
met hodol ogy. They' re being done for illustrative
pur poses, but they kind of m sstate our methodol ogy.

Qur nethodology is very specific. You know, we have
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taken price shapes fromthe PIJM West Hub, and
there's 8,760 prices starting January 1st of 1999
t hrough Decenber 31st of 1999 in that data.

After that we gathered data representing
on-peak prices for each of the twelve nonths of the
year, and, simlarly, we captured data for off-peak
prices for each of the twelve nonths of the year

The net hodol ogy does do some averaging in
terms of taking those hours that match up to the
same prices that we've captured to represent ConEd,
and it will take, you know, an average of those
hours, and then using the prices that we've
captured, it calculates a ratio, and so now we have
aratio for each month on on-peak and each peak on
of f - peak, and the mnethodol ogy then takes those 8, 760
hours for the hours in the nonth of January. 1In the
peak period we nultiply each of those prices by that
ratio, and for each of the off -peak hours we
multiply each of those prices by the off -peak ratio.

Looking at the exhibits, they tal k about
calculating a 2 x 24 off -peak ratio. There's no

pl ace in our methodol ogy that we calculate a 2 x 24
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nunber. W do not use it in any fashion. So that's
related to PRO-6.

PRO-7, it represents having an average
hourly value to represent -- |I'mnot sure what
exactly it's representi ng because the ConEd
met hodol ogy woul d, in essence, have an hourly strip
of 16 hours for every day of every nonth. That's
defined as a peak period. There is no averaging
done in there. It is only at the very end of the
whol e net hodol ogy that the numbers are averaged
together to come up with four nunbers, a sumer
peak, summer off - peak, non-summrer peak, and
non-sunmer of f-peak, and I think the final exhibit
i ndi cates that we do not capture, you know,
differences fromthis average when, in fact, we | ook
at the various individual pieces. They are
different fromthe average

Q Coul d you pl ease explain -- strike that.

Coul d you pl ease respond to the suggestion
in the surrebuttal testinony of Phil O Connor and
Tom Branschrei ber that the ConEd net hodol ogy is the

same as the Zuraski adjustnment and will result in
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the -- and when applied will achieve the sane
resul ts?

A (M. N chols) Yes. | do not agree that
they are the same. | have cal cul ated the Zurask

method for the NFF data fromlast year, and it does
bring forth an average across hours to come up with
the hourly values. The ConEd met hod does not
average across hours to cone up with an hourly price
or an hourly load. It maintains the individua

8,760 hours, 8,760 prices, and 8,760 | oads, so that
there's the primary difference.

Q Do you know whet her, when properly
applied, the Conkd net hodol ogy results in higher or
| ower market value credits than t he Zuraski
adj ust ment ?

A (M. N chols) Wen w originally were
doing the analysis, the 8,760 resulted in higher
nunbers than doing the average type nethod under
Zur aski, the Zuraski adjustment nethod as being
descri bed.

Q Coul d you pl ease respond to the portion of

t he O Connor/Branschrei ber surrebuttal testinony
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that characterizes ConEd' s nmet hod as an average dunp
sal e met hodol ogy?

A (M. Crunrine) NewEnergy's testinony
correctly, in ny view, indicates that, in effect,
during the off -peak period it's really a buyer's
market, and what | nean by that is that there's nore
supply, in general, for sale than there are buyers
who need to purchase the product at that point in
time. As aresult, there are certain days in which
because that event happens regularly, consistently,
and predictably, that there are certain days in
whi ch buyers do not preschedul e energy in the
day- ahead market for the next day and truly rely on
the hourly market when it actually happens because
they know that supply will be avail able at
apparently predictable prices.

That supply is available to all market
participants. Qher utilities, ARES, marketers,
anybody who is in the market can potentially
purchase that type of product in the hourly market
fromutilities who have it avail abl e.

Now, for their own internal risk
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managenent and commodity acqui sition purposes,
NewEner gy has chosen to not take advantage of those
| ower prices in the hourly markets and has instead
entered i nto fixed price type contracts. That's an
entirely appropriate thing to do fromtheir business
strategy. |'mnot criticizing their business
strategy, but it is different and does not
necessarily even for a portion of their |oad take
advant age of those prices.

Now, by admitting that that's the price at
which the utilities are selling power in those
hours, | think the ConEd net hodol ogy accurately
reflects the value that the utility will receive by
selling the freed-up energy and that the comodity
acqui sition and portfolio nanagenent strategy of one
particul ar supplier should not be used to invalidate
what is otherwi se an appropriate nethod which
accurately cal cul ates market value in the off -peak
peri od.

M5. READ: Your Honor, | have no further
questions, and I'll tender the w tnesses for cross.

EXAM NER JONES: Thank you
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Of the record briefly regarding cross
time.

(Whereupon at this point in
t he proceedi ngs an
of f -the-record di scussion
transpired.)

EXAM NER JONES: Back on the record.

There are a nunber of parties with
cross-exam nation questions. |s there anyone that
woul d want to |lead of f?

MR MUNSON.  Yes, Your Honor, | would.

EXAM NER JONES: Al right.

MR. MUNSON: Good norning, gentlenen. M chae
Munson on behal f Nicor Energy.

CRCSS EXAM NATI ON

BY MR MJUNSON

Q In your testinony | notice you refer to ny
client as Nicor. You would agree, wouldn't you
that it's actually N cor Energy that you nean?

A (M. Crunrine) You know t he actual
corporate name better than we do. Sure. N cor was

just shortened for convenience.
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Q VWll, there is a difference. You
understand that N cor Energy is a party in this
proceedi ng and not N cor, Inc.

M5. READ: W'l stipulate to that.

MR MJNSON: Ckay.

Q Now, concerning the market val ue energy
charge and your PPO do you feel that that
represents the market price of power and energy in
ConEd' s service territory?

A (M. Crunrine) What do you nean when you
say the market price?

Q Vll, let me ask another question then
VWhat does the nmarket val ue energy charge represent?

A (M. Crunmrine) The market val ue energy
charge represents and has primarily two purposes.
It is the charge that is assessed to PPO custoners
who take that service fromConkd, and it is also the
value that is utilized in the cal cul ati on of
transition charges for all delivery service
cust oners.

Q Now concerni ng your Periods A and B

met hodol ogy, there's a different price for Periods A
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and B for the sane nonths. |s that correct? Does
t hat make sense?

A (M. N chols) Yes. The periods are
captured at different times, so it nmay be, it may
not be, but there was no reason wher e it woul d be
t he sane.

Q For exanple, and | don't have it in front
of me, the actual charges, but, for example, the on-
peak non-sunmer energy charge for Period Ais

different than the on-peak non-sumrer energy charge

in Period B. |Is that correct?

A (M. Cunrine) | believe that's correct,
yes.

Q Ckay. Do you have copies up there of

Ni cor Energy's testinony and exhi bits?
A (M. Crunmrine) No.
A (M. N chols) No, | don't.
MR MUNSON: May | approach?
M5. READ. Yes.
(Wher eupon M. Minson
provided the witnesses with

sai d docunents.)
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Q Looki ng at N cor Energy Exhibits 2.3 and

2.6 to the rebuttal, are you with nme?

A (M. N chols) Yes.
A (M. Crunrine) Yes.
Q And | ooki ng at the on-peak kil owatt -hour

usage, the market value energy charges | nmean on the
second page of Exhibit 2.3, do you see where the on -
peak narket val ue energy charges are?

A (M. Nchols) I see it.

Q Are those val ues correct, given the usage
characteristics in the nonth associ ated?

A (M. Nchols) I don't know. | don't know
if it's -- it was an illustrative exanple. | don't
know i f those are actual val ues.

EXAM NER JONES: You might have to speak up a
little bit, if you could.

A (M. Nchols) I"'msorry. It was an
illustrative exanple, and so |I never checked to see
i f those val ues were correct.

Q Ckay. |If you look at your exhibits, just
to speed things up a bit, Exhibits 1 and 2 of your

surrebuttal, you have the sane nunbers associ ated
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wi th those on-peak val ues.

A (M. Nchols) Yes. It was an illustrative
exanple to identify exactly what N cor had done.

Q Ckay. So you're nmaking no representation
whet her those on-peak charges are correct or not.

A (M. N chols) No. They're reasonable, but
| don't know if they're correct.

Q kay. Now referring to Nicor Energy's
exanple -- well, strike that. 1'mgoing to nmove on
to a different subject matter

On page 8 of your rebuttal, lines 1 and 2,
t he sentence beginning with the word "al so", does
that -- just for clarification, does that include
Into-ConEd forwards contracts that we're now seeing

bids and offers for periods as far out as eighteen

nont hs?
A (M. Nchols) I don't recall if there was
any Conkd bids and offers at eighteen nonths. | do

recall seeing something at twelve nonths and beyond.
EXAM NER JONES: | think you' re going to have to
speak up a little bit.

A (M. N chols) I"'msorry.
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EXAM NER JONES: |f you can.

Q

page 8,

VB.

Referring now to your direct testinony,
line 19.

READ:. M ke, can | ask which direct

testi mony?

MR

VB.

MR

VB.

MUNSON:  Ch, |I'msorry.
READ: There's three directs.
MUNSON:  Your testinobny in --

READ:. Do you nean Exhibit 8, the additional

direct that was filed in 0395 and 04617

MR

W t ness?

IVB.

MR

VB.

Q

MUNSON: | believe so. Wth this panel
READ: Yes.
MUNSON:  Yes.

READ: Exhibit 8.

Just online 8 -- page 8, I'msorry --

where you tal k about gam ng, do you see that?

A

o »>» O >

(M. Crunrine) Wich Iine again?
(M. N chols) Yes.

I"msorry; line 19, page 8.

(M. Cunrine) | have it.

kay, and | believe you talk about that
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again in your surrebuttal testinony on page 2, line
14. No, that's not right.

Vell, let's stick with the direct
testinmony right now \Wen you say one gamnes the
system who woul d game the systenf

A (M. N chols) Wll, I think the obvious
person is who has the ability t o switch custoners
onto ConEd when the prices get high and then Contd
prices may be |lower at the tine.

Q So by who, you're meani ng suppliers

A (M. Cunmrine) | think i t could be
custoners too.

Q Ckay. Could it be the utility? Could the

utility game the systenf

A (M. Crumrine) Not in the sense that we
neant, no.
Q Wul d you agree with ne in saying that

gam ng could be a mani pul ati on of the narket?
A (M. Cunrine) | don't think I would use
t hat characterization, no.
Q You woul dn't view -- what characterization

-- how woul d you define gam ng the systemthen?
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A (M. Cunrine) Taking inappropriate
advant age of econom c opportunities.

Q Now isn't it true that you al so said that
mani pul ati on of the market index nethodol ogy woul d
be difficult, very costly, and thus unlikely to
occur ?

M5. READ: May | ask that that be read back?

MR MINSON: I'msorry, M. Read?

M5. READ: |'m asking the Court Reporter to
pl ease read back the question.

MR MUNSON:  Ch, okay.

M5. READ: | didn't quite get it.

(Wher eupon the requested
portion of the record was read

back by the Court Reporter.)

A (M. Cumine) Do you have a cite?

Q Yes, | do.

A (M. Crunrine) Thank you.

Q It's page 2 of surrebuttal, lines 19 and
20.

A (M. Crunrine) You' ve basically read a

correct quote fromthat page, yes.
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Q kay. Referring again to your direct
testimony, page 7, lines 15 to 17 --

M5. READ: Are we still on Conkd Exhibit 8 when
you say direct testinony?

MR MJUNSON: Yeah. I'msorry. Do you want me
torefer to it as Conkd Exhibit A?

MR LAKSHVANAN:  Ei ght.

MS. READ: Ei ght.

MR MUNSON:  Ei ght.

M5. READ: Well, if we have an understandi ng
that when you say direct testinmony you're referring
to Conkd Exhibit 8, that particul ar piece of direct
testinmony, | won't have to keep asking.

MR MUNSON: Yes, we have that understandi ng.

M5. READ: Al right.

A (M. N chols) Could you repeat the lines,
pl ease?

Q Sure. Lines 15 through 17, starting with
"Havi ng".

M5. READ: On which page?
MR MJUNSON: Page 7.

A (M. Cunrine) | have it.
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A (M. N chols) I have it.

Q Just for purposes of the record, that says
"Havi ng a known value for a defined period all ows
custoners to nake careful decisions and pl an ahead.
It facilitates both budgeti ng and securing
managenent approvals for switches.” 1Is that
correct? Did | read that correctly?

(M. Crunrine) Yes, you did.

Q Now, you're familiar with the NFF process?
A (M. Crunrine) Yes.
Q Now how | ong of a period of tine were the

| ast NFF nunbers good for ?

A (M. Cunrine) Could you clarify what you
mean by the | ast NFF?

Q The year 2000 NFF nunbers.

A (M. Crunrine) You're saying the val ues
that the NFF established this year?

Q Exactly, yes.

A (M. Crumrine) They're for cal endar year

Q So how many nont hs?

A (M. Crumrine) Twelve.
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If 1 were --

A (M. Cunmrine) I"'mjust going to clarify.
It's the twel ve cal endar nonths of the year 2001.

Q kay. Thanks.

Now if | were a nonresidential retail
custoner eligible to receive delivery services in
January of 2001, under what period under ConEd' s
met hodol ogy woul d | be subject to?

M5. READ: Your Honor, I'mgoing to object to
this question on the grounds of relevance. The NFF
nunbers in 2001 are not applicable in ConEd s
service territory under any tariff in effect.

MR MJUNSON:  Your Honor, | was just trying to --
my only point -- | was not attenpting to state that
they were applicable, nor is it my conpany's
position that we want themto be applicable. The
point is is that it was a twelve-nonth period. That
was what | was attenpting to elicit.

M5. READ: |If counsel wants to ask if they were
ineffect, I won't object to the question.

MR MINSON: Ch. I'msorry. | didn't hear you.

M5. READ: | said with that qualification, if
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you want to amend your question to a hypotheti cal
that says if they were to be incorporated into
ConEd's tariffs, how would that work, | won't object
to the question.

MR MJNSON: Ckay.

EXAM NER JONES: |s that now your question?

MR MUNSON:  Yes.

A (M. Cumine) Could | have it back all in
one pi ece, please?

Q How | ong of a period of tinme are the NFF
nunbers is all I"'mtrying to -- or how long are they
suppose to be?

A (M. Crunrine) The NFF establishes nunbers
for a cal endar year period of twelve nonths.

Q kay. Now, moving forward, if | were a
nonresidential retail customer eligible to receive
delivery services January 1st, what applicable
period would | be subject to?

A (M. Cunrine) Are we tal king about
ConEd's currently effective market index tariff?

Q Yes, we are.

A (M. Crunrine) You would be subject to



10

11

12

13

14

15

16

17

18

19

20

21

22

921

CTCs for Applicable Period B through May of 2001 and
then you woul d be subject to Applicable Period A
CTCs for every June through May twel ve -nonth period
thereafter through the transition period.
Q kay. Thank you. That cleared up ny next
coupl e lines.
Now, | would be -- so the answer is

woul d be on Applicable Period B through May 2001

and then | go on to the next A Period. |Is that
correct?
A (M. Crunrine) That's correct.
Q Ckay.
Are you generally famliar with Illinois

Power's rolling twelve-nmonth cal culation to
determi ne market val ue?

A (M. Crunrine) Yes, generally.

Q Ceneral ly.

"Il cut out this line of questioning if

you'l'l let me ask this question
M5. READ: |'Ill hear the question.
Q Wuld a twelve-nonth forward pricing

i nclude a sumer?
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M5. READ: | will object to that question as
vague and anbi guous, but if the witnesses want to
try to respond, I'll waive ny objection

A (M. Cumine) I"'msorry. The question
just isn't clear in ternms of what you nean

Q Ckay. That's fair enough

A (M. Crunrine) About what tinme period and
what kind of scenario you're tal king about.

Q VWll, you're generally famliar with IP's

twel ve-nonth rol ling cal cul ati on et hodol ogy.

Correct?
A (M. Crunrine) Yes.
Q And could you just give ne a -- how do

they price their market val ue energy charge?

A (M. Cunrine) At a high level, as I
understand it, each nonth they take snapshots and
determne prices for a twelve-nmonth rolling cal endar
month period, so it beconmes effective the next nonth
and stays in effect for a full twelve-nonth period
and then woul d change agai n twel ve nonths down the
road and be in effect for another twelve-nonth

peri od.
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Q Isit fair to say that for a twelve-nonth
period they use a twelve-nonth forward?

A (M. Crunrine) For the peak period, that's
ny understanding that, yes, they' re using a forward
price for the peak period determ nation

Q Ckay. Now, would a twelve-nonth forward
i ncl ude a sunmer?

M5. READ: |'mgoing to object to the question
without a definition of twelve-nonth forward.

MR MINSON: | was talking. Can | hear her
obj ection read back, unless you want to nmake it
agai n?

M5. READ: You used the phrase twelve-nonth
forward. Do you nmean a single twelve-nonth forward
contract that covers all twelve nmonths or do you
mean a series of forwards contracts that happen to
cover the summer nonths? The question is vague and
anbi guous.

MR MJUNSON: Ckay. | used the first one, a
single twelve-nonth forward contract.

Q Wul d that include a sumrer?

A (M. Crumrine) Does that contract cover
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all the hours or certain hours in every nonth in
that future twelve-nonth period?

Q Yes.

A (M. Crumrine) Then | think by your
definition it would have to include a sumrer period.

Q Ckay. Thank you.

Is it possible for a customer to begin
taking delivery services in July 2000 and be subject
to Period A nunbers or Period B nunbers?

A (M. Crumrine) W're tal king about ConEd's
mar ket i ndex?

Q Yes.

A (M. Crunmrine) Yes, dependi ng upon when
they took service, they would be subject to either
Applicable Period A or Applicable Period B prices
and CTGCs.

Q If a custonmer takes delivery services on
July 29th, what period wil | this customer be subject
to?

A (M. Cunrine) It depends on the reading
schedul e, and | forget whether that's the first day

of B or the last day of A or within a day or two
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here or there. | don't recall exactly. | don't
have the neter reading schedule in front of ne.
Q Ckay.
EXAM NER JONES: |'msorry. Could you read that
guestion back, Ms. Reporter?
(Wher eupon the requested
portion of the record was read
back by the Court Reporter.)

EXAM NER JONES: Thank you.

Q Referring to Nicor Energy's Exhibit 2.3 --
well, let's look at 2.3 real quick. The first page
is basically usage data. |Is that correct?

A (M. Nchols) Wll, the first page is

usage date and a cal cul ati on under a bundl ed
servi ce.

Q Yes. Thank you. The second page, the
first set of calculations is titled PPO Charges I|f
Custoner X Takes Delivery Services on July 28th, and
that for what we were trying to represent is that
customer would be on Period A. Is that your
under st andi ng?

M5. READ: Your Honor, | amgoing to object to
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questions where ny witnesses are asked to tal k about
the intent behind a N cor schedul e which went into
evidence by affidavit w thout cross-exam nation. |
do note that ny w tnesses have extensively r ebutted
these schedules in their surrebuttal testinony, and
if counsel wants to ask specifically about ny

wi t nesses' testimony, | will have no objections.

EXAM NER JONES: Any response?

MR MINSON. Yes. First of all, there was an
opportunity to cross M. Bailey. Second of all, |
am exactly referring to their criticismof N cor
Energy's schedule, and | just wanted to -- N cor
Energy's exhibits, and it's perfectly appropriate to
ask them questions along this line. They refer to
it repeatedly.

M5. READ: As | said, | have no objections to ny
wi t nesses being crossed on their criticism but a
guestion that starts do you understand this to be
the intent of the Nicor schedule | believe is
i nappropriate cross.

MR MJUNSON. To speed this thing up a little

bit, I will not ask what -- to hypothesize on the
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intent of it.

MS. READ: Thank you.

MR MINSON: | will ask them you know, whether
you agree that this is what it says. That's all I'm

trying to do right at this point.

A (M. Crunrine) Wether what is what it
says?
Q Exhi bit 2.3, second page, the first set of

cal cul ati ons concerns the PPO charges if customer X
takes delivery services on July 28, 2000, and the
second set of calculations is PPO charges if
custoner X takes delivery services on July 29th. |Is
that correct?

A (M. Crunrine) Based on the headers that
are on the page, that's what it says

Q Ckay.

If a custoner's neter read was on the 29th
of the nmonth, on what day of the nonth, if the
custoner elects t o choose to receive delivery
services, would that customer begin receiving
delivery service?

A (M. Crumrine) It depends on what date was
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specified in the DASR

Q Could you tell me what's the first day,
gi ven that previous scenario, a neter read date on
the 29th of the nonth, that they would take delivery
services or they could take delivery services?

A (M. Crunrine) Assuming that they are an
eligible delivery services custoner this sumer, it
still depends on when the DASR was subnmitted and the
date that is indicated in the DASR

Q If their nmeter read date is the 29th of
the nonth and they are electing to receive delivery
services on -- in July let's say, when is the first
day that they could have power flowed to thenf

A (M. Crunrine) By who?

Q By anybody, a conpetitive supplier or take
the power purchase option

A (M. Cunrine) Power is going to flow
regardl ess of whether this is submtted or not. The
fact is that a DASR can be submitted up to 45 days
in advance of the custoner's selected switch date
It's critical to know what was in the DASR what was

requested. It's not just the neter reading date in
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and of itself that determ nes when the custoner is

going to begin delivery services.

Q Referring to your surrebuttal testinony,
page 11, lines 4 and 5, are you with nme?

A (M. Crunrine) Yes.

A (M. N chols) Yes.

Q You state that Applicable Period B is

defined as a nine-nonth period.

A (M. Nichols) Yes, we have stated that.
Q Now where do you get that fronf
A (M. Cumine) It's defined in the

applicable period definitions in R der PPO market
index. It's defined as -- Applicable Period Bis
custoners who start delivery services in the
Sept enber through the May, followi ng May billing
period, and counting from Septenber through My
i nclusively is nine nonths.

Q If a custonmer begins delivery services on
the 29th or 30th of July, 2000, what period wll
t hat custoner be subject to?

A (M. Cumrine) | believe, based on | ooking

at our surrebuttal testinony and refreshing ny
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menory of the dates involved on that particul ar
meter reading cycle, a custonmer in the sunmmer period
of -- in July 29th or 30th whose readi ng days on the
meter readi ng schedule were July 29th or 30th, which
actually were reading days in the August billing
period -- excuse ne -- it's the reading day in the
August meter reading cycle, which is actually the
first meter reading day in the Septenber billing
cycle, that is considered a Septenber bill. That
custoner is on Applicable Period B
Q Thank you

Now, if that custoner is on Applicable
Period B, how many nonths will that customer receive
delivery services under that applicable period?

A (M. Crunrine) There would be nine billing
peri ods because the first nmonth we just tal ked about
was the Septenber nont hly billing period. It would
go through and include the May billing period, which
inclusively from Septenber to May are nine billing
peri ods.

Q Wuld it include --

A (M. Nchols) I just wanted to add
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somet hing as | was understanding the question. It
only applies to this customer that started at the
very begi nni ng because anybody that started after

coul d have a nmuch shorter than the nine-nonth

peri od.
Q Ri ght .
A (M. N chols) So nine nonths is the nost

we woul d expect a custoner on Applicable Period B.

A (M. Cunmrine) Meaning if somebody started
i n Novenber, Applicable Period B only goes through
May.

Q Right. It is not a nine-nonth period
It's shorter.

A (M. Crumrine) It's nine nmonths or
shorter, dependi ng upon when the custonmer went on
deli very services, and that's an inportant
clarification.

Q Right. GOkay. | understand

In ny scenario of the July 29th custoner
t hough, when will the conpetitive power be flow ng
or when will the Applicable Period B nunmbers be

effective? Is that on the 29th of July? Is that
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correct?

A (M. Crunrine) Assuming, to speed this up,
that a properly subm tted DASR had asked for -- had
been properly submtted and asked for a switch date
on July 29th, the custoner woul d be on whi chever
conpetitive supply option he chose, whether it was
PPO or delivery services as supplied froma retail
electric supplier, as of mdnight, 12:01 a.m, July
29t h.

Q VWhen woul d the Applicable Period B end for
this particul ar customer?

A It would end with their reading day in the
May reading cycle the following year. 1 do not know
the exact date on which that date woul d be.

Q Whul d that be approximately the 29th of

May ?
A No.
Q No, it would not?
A (M. Crunrine) No.
Q Why not ?
A (M. Crunrine) Because that would be ten

mont hs. The July 29th reading day that we're
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tal king about is actually reading day one in the
August reading cycle. Meter reading cycles do not
necessarily correspond exactly to cal endar nonths.
They can be off a day or two in one direction or the
other, so the July 29th day we're tal king about is
the first of the 21 reading days in ConEd' s August
reading cycle. That's reading -- July 29th happens
to be reading day one.

In the May readi ng cycle, cone 2001, that
custoner's Applicable Period B will end on reading
day one in the May billing cycle, which will be on
or about May 1st, dependi ng upon exactly when t hat
reading day is next year. | just don't know whet her
it's, you know, April 30th or May 1st or My 2nd,
but that's approximately the time periods when that
ni ne- nonth Applicable Period B woul d end.

Q So it's your testinmony that Period B for
this particular customer would end around the first
of May?

A (M. Crunrine) Based on the reading cycle
for the particular custonmer that we're tal king about

on readi ng day one, yes.
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Q VWhen does Period B end in a general sense?
A (M. Cunmrine) It ends on a particul ar
custoner's reading day in the May reading cycle. In

the exanple we're tal king about, for that particul ar
cust oner whose reading day is reading day one, it
will end approximately May 1st. For sonebody whose
reading day is approximately reading day ten, which
isinthe mddl e of the reading cycle, it will end
on approxi mately May 15th, and for the custoner
whose reading day is reading day 21, it will end
approxi mately May 31st, and that's just based on the
normal reading cycle that utilities traditionally
read their customers on. It depends on the reading
day cycle of the particular customer, but it is
al ways endi ng during the May readi ng cycle.

Q Ckay. And just so l'mclear, this
custoner you understand in my hypothetical, his
meter read is on the 29th of the nonth, okay, for

pur poses of this exanple?

A (M. Cunrine) O July?
Q O July. Now, it's your testinony that
Period B for this custoner ends around -- closer to
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the first of May than around the 29th of May. |Is
that a fair characterization?

(M. Crunrine) Absolutely.

Q Ckay.

Now referring to your surrebuttal, again,
page 11, if | could give you the |ine nunbers, lines
6 and 7, page 11 of your surrebuttal, starting with
-- I'msorry, 7 and 8 -- well, 6 through 8, sorry --
"Nicor's Applicable Period A exanple was al so

i nconpl ete"”, and then you stated that you corrected

this error by including June and July. |Is that
correct?

A (M. Cumrine) That's a correct reading,
yes.

Q Ckay. Now, if you |look at N cor Energy

Exhi bit 2.3, second page, we went through this once
before, but, the tables, just to be clear, the first
set of calculations is the PPO charges if custoner X
takes delivery services on July 28th. The second is
the PPO charges if customer X takes delivery
services on July 29, 2000. That's what that says.

Is that correct?
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A (M. Cumine) Can | ask a clarifying
gquestion, just to be absolutely certain |I'm]| ooking

at the right page?

Q Yes.
A (M. Crumrine) Ckay. This page is not
| abel ed page 2. | want to be absolutely certain.

There's a nunber at the bottom of the page in the
bottomline, and that nunmber is $16,550.19. |Is that
t he page we're tal king about?

Q Yes.

A (M. Cunrine) Ckay. Then I'mon the
ri ght page. Thank you.

Q Ckay. Now switching to --

EXAM NER JONES: What does page 2 say across the
top? | just want to nmake sure.

MR MUNSON: Page 2 of Exhibit 2.3?

EXAM NER JONES: Right.

MR MINSON. The first line that | have is PPO
Charges if Customer X Takes Delivery Services on
July 28th.

EXAM NER JONES: Thank you.

Q Now Exhibit 1 of your surrebuttal, it's
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entitled N cor Calculations for Custoner X

Corrected. Are you with nme?

A (M. N chols) Yes.
A (M. Crunrine) Yes.
Q Ckay. And just so | understand, you took

Ni cor Energy's customer X and used the sane usage
characteristics except customer X usage data you

i ncl ude June and July, is that correct, on this
exhi bit?

A (M. N chols) Yes. W added June and July
to represent the sane as the August/ Septenber summer
nont hs.

Q Ckay. And the next page, page 2 of 2 of
Exhibit 1, you have PPO charges -- the first set of
cal cul ations, PPO Charges if Customer X Takes

Delivery Services in Applicable Period A Is that

correct?
A (M. N chols) That is the title.
Q Ckay. Now, referring back to N cor

Energy's exhibit, when did custoner X begin taking
delivery services in N cor Energy's exanple?

A (M. Crunrine) Sonetine during the period



10

11

12

13

14

15

16

17

18

19

20

21

22

938

so that their first monthly billing period was the
August billing period.
Q Fai r enough.
Can | have that answer read back, please?
(Wher eupon the requested
portion of the record was read
back by the Court Reporter.)
A (M. Cumine) Forgive nme. | want to make
sure | answered the right question. Could I have
t he question back, please?
(Wher eupon the requested
portion of the record was read
back by the Court Reporter.)
A (M. Cumine) Forgive nme. 1 did not
answer the correct question. | did not answer that
correctly. Page 2 has two different exanples

assum ng the customer takes service on two different

dat es.

Q What are those two different dates?

A (M. Cunrine) One is July 28t h and one is
July 29t h.

Q VWhat period for this particular example --



10

11

12

13

14

15

16

17

18

19

20

21

22

939

wel |, strike that.

Referring back to your surrebuttal Exhibit
1, page 2 of 2, where you have PPO charges if
custoner X takes delivery services in Applicable
Period A for the first set of nunbers in Applicabl e
Period B, are you with nme on that?

A (M. Crunrine) Yes.

Q In Nicor Energy's exanple, did custoner X
begi n receiving delivery services in May or June?

A (M. Crunrine) No.

Q Simlarly with custoner Y, which is the
same idea, a little bit different usage
characteristics, in N cor Energy's exhibits, when
did customer Y begin receiving delivery services?

A (M. Cunrine) Are we now referring to
Ni cor Exhibit 2.6?

Q Yes.

A (M. Cunrine) It contains two exanples,
one in which custonmer Y takes delivery services on
July 28th and one in which it takes delivery
services begi nning on July 29th.

Q kay. Referring to ConEd's -- |I'msorry
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-- your surrebuttal, Exhibit 2, page 2 of 2, when
does the period of delivery services begin for
custoner Y in your exanple?

A (M. Crunrine) W show two exanpl es, one
in which they took for the entire Applicable Period
B begi nning with the June billing period and anot her
in which they take it for the entire Applicable
Period B beginning with the Septenber billing
peri od.

A (M. N chols) W should correct Paul. |
think he said first Applicable Period B when he
means to say Applicable Period A

A (M. Cunmrine) I"'msorry. |1t's Applicable
Period A beginning with the June billing period and
for the entire Applicable Period B beginning with
the Septenber billing period.

Q In your exanple, does custoner Y begin
receiving delivery services for the Applicable A
Period on July 28th?

A (M. Crunmrine) No.

Q On page 10 of your surrebuttal, lines 5

and 6, is it fair to say that you state that Ni cor
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anal yzes only transition charges wi thout | ooking at

t he correspondi ng decrease in the customer's supply

costs?

A (M. N chols) That's a reasonabl e readi ng
of that.

Q | refer you to Nicor Energy's Exhibits 2.2

and 2.5. What do these exhibits represent?

M5. READ: Your Honor, I'mgoing to object. [I'm
not sure that it's clear fromthe face what the
exhi bits represent. They speak for thensel ves.

MR MJUNSON: 1'IlIl rephrase.

M5. READ: Thank you.

Q Do these exhibits analyze transition
char ges?
A (M. Crunrine) They do not appear to, no.
Q Do t hey anal yze PPO savi ngs?
A (M. Crunrine) They appear, based on their

| abels, to be nonthly savings on PPO

A (M. N chols) R ght.

MR MJUNSON: Ckay. Could | have just one mnute
to look this over? This may be it.

(Pause in the proceedings.)



10

11

12

13

14

15

16

17

18

19

20

21

22

942

Not hi ng further.

EXAM NER JONES: Al right. Whose next?

MR MDEVITT: |'ve narked for identification
Uni com Energy Exhibit 1. These are data requests
from Conmmonweal t h Edi son in response to Uni com
Energy's First Set of Data Requests. [1'll provide a
copy to counsel here.

M5. READ: Did you mark it Uni com Energy
Cross- Exami nation Exhibit 17?

MR MDEVITT: | marked it Uni com Energy Exhi bit
1, and at the bottoml!'Ill mark it cross.

EXAM NER JONES: Al right. So it' s Unicom
Energy Cross Exhibit 1?

MR MDEVITT: Yes, sir.

(Wher eupon Uni com Ener gy
Cross Exhibit 1 was marked for
identification.)

MR McDEVITT: Wth counsel's permssion, |I'd
like to nove to admit these into the record, Your
Honor .

M5. READ:. To speed things up, we wi || stipulate

that that's a true and accurate copy of our data
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request response and have no objection to its
adm ssi on.
MR McDEVITT: | have nothing further.
EXAM NER JONES: Al right. Any objection to
t he adm ssion of Unicom Energy G oss Exhi bit Nunber
1? There's no response. Unicom Energy Cross
Exhi bit Nunber 1 is admtted.
(Wher eupon Uni com Ener gy
Cross Exhibit 1 was received
i nto evidence.)
EXAM NER JONES: Just so we're clear, that
consists of five DRs and responses. |s that right?
MR MDEVITT: That's right, and there are sone
exhibits at the end.
EXAM NER JONES: And the cover sheet says Sidley
& Austin across the face?
MR MDEVITT: Right.
EXAM NER JONES: M. MDevitt, did you say that
was all your questions?
MR McDEVITT: That's all, yes.
EXAM NER JONES: Al right. Thank you.

M5. READ. Your Honor, | think nmy witness is
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i ndicating he wants to make a coment on this
exhibit. |Is there something incorrect? Yes, the
two- page attachnment shoul d have foll owed Data
Request 3 instead of Dat a Request 5. [Is that what
you were going to say?

A (M. Cumrine) Wll, this was actually
like a five or six-page exhibit in the spreadsheet.

M5. READ: Ch, it was?

MR McDEVITT: That's all we got. Let's have a
| ook.

A (M. Crumrine) There may have been
multiple tabs in that spreadsheet that were sent
el ectronically that may not have been printed. You
haven't printed all the tabs because there's nore to
it than this.

MR MDEVITT: There's nore to it than this?

M5. READ: W will check and make sure there's a
conpl ete response, and if we need to supplenent, we
will notify the Hearing Exam ner and do that
jointly.

EXAM NER JONES: Let's nake sure the other

parti es have everything that Unicomwants to put in.
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Wi ch DR was that, DR nunber?

MR MDEVITT: | think the exhibit goes to
Nunber 3. Is that correct, Paul?

A (M. Cumrine) Yes, and right nowit's a
spreadsheet. It's the last two pages that have --
it's two pages of spreadsheet, and there's actually
two or three or four nore pages that were included
in that, perhaps as separate tabs, that just need to
be i ncl uded.

MR MDEVITT: Ckay. |'ve just brought the fax
copy, and it shows that there were 11 pages sent and
11 received. |If there are a couple nore, we'll find
them and certainly provide copies to everyone.

EXAM NER JONES: That's the last two pages of
this exhibit that say pages 5 and 6? 1Is that what
you're referring to?

MR MDEVITT: Yes.

EXAM NER JONES: And there nmay be pages ahead of
that is what you're saying?

MR MDEVITT: Yes.

EXAM NER JONES: And those go with DR Nunber --

MR MDEVITT: Three.
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EXAM NER JONES: Three? Gkay. Did everybody
hear that?

MS. READ: Your Honor, if there's another short
cross, | think we could proceed with that, but if
there's going to be -- we're going to start on an
hour or nore of cross, ny witnesses nmight like a
brief break, and I would conmt not to talking to
them during that break.

EXAM NER JONES: Al right. Does soneone want
to --

MR ROBERTSON: Staff had 15 minutes.

MR FEIN And | believe M. Revethis indicated
that it would likely be in camera cross, for
what ever that's worth.

M5. READ. The AG has an in canera cross I'm
infornmed, and that leaves | think Illinois Power and
Il EC

MR LAKSHVANAN: M ne keep getting knocked out,
so it may even be none by the tinme we're done, so
I'"d rather ask questions later.

MR FEIN  You better take a chance.

EXAM NER JONES: Ckay.
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MR ROBERTSON. Maybe they can give quicker
answers if we don't let themtake a break.

EXAM NER JONES: Sonme of Staff's cross is going
to be in canera?

MR REVETH S: It's all in canera.

EXAM NER JONES: All in canera? And how about
the AG s?

MR WARREN. Sone of it will be in canera.

EXAM NER JONES: Sone in, sone out?

MR REVETH S: That's why we thought we would go
last. It's fairly short al so.

EXAM NER JONES: Al right. So what's the
pl easure of the parties?

MR FEIN If you want to take a five-mnute
recess, that's fine.

M5. READ. That's fine.

EXAM NER JONES: |Is that what you want? All
right. W hereby take a five-mnute break.

(Whereupon a short recess was
t aken.)
EXAM NER JONES: Wiy don't we go ahead and

resune.



10

11

12

13

14

15

16

17

18

19

20

21

22

948

| believe there are some other parties
with cross-exam nation for these two ConEd
witnesses. Who's next?
MR FEIN W' Il proceed, M. Exam ner.
EXAM NER JONES: M. Fein.

CROSS EXAM NATI ON

BY MR FEIN:

Q Good norni ng, gentl enen.

A (M. Crunmrine) Good norning.

A (M. N chols) Good norning.

Q M. N chols, this first line of

questioning is going to relate to the direct
testinmony that you filed initially back in March of
this year, a non-panel piece of the testinony.
Regar di ng your di scussi on under the conpany's
proposal, the basing of the nmonthly off-peak market
price on Power Markets Wek's Daily Price Report,
what geographi c regi on does the Northern MAIN area
cover?

A (M. N chols) Wll, do you have a
particular cite to begin with?

Q Are you not famliar with what geographic
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area the Northern MAIN area covers?

A (M. N chols) The actual geographic area,
it was basically listing MAIN, and then it listed
Northern MAIN and then Southern MAIN. To ne the
geogr aphical area of Northern MAIN is, you know,

W sconsi n conpani es, ConkEd area. That was ny
under st andi ng.

Q Wuld it be basically from ConkEd' s
territory north up to the Canadi an border?

A (M. Nchols) I"'mnot sure if the MAIN
conpani es go to the Canadi an border

Q Do you know whet her that regi on covers any
nore -- any other states than the states of Illinois
and W sconsi n?

A (M. Cunrine) Yes. 1'msorry.

Q M. Crunrine, do you know what other state
m ght be covered in the Northern MAIN regi on?

A (M. Cunrine) A portion of the Upper
Peni nsul a of M chi gan

Q Do you know how many -- either one of you
know how many different distribution systens are

covered in the Northern MAIN regi on?
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A (M. N chols) I don't.

M5. READ: | object to the question as vague and
anbi guous without a definition of distribution
syst ens.

Q Do either of you know how many control
areas exist in the Northern MAIN regi on?

A (M. N chols) I do not know the exact

nunber for that.

A (M. Cunrine) | have forgotten. Because
of the nunber of nergers, I'mnot sure who is a
control area and who is not anynore. |It's been too

I ong since I've worked at MAIN
Q Do you know whether it's more than five

different control areas?

A (M. Cumine) | don't.
A (M. Nchols) I don't.
Q M. N chols, do you know what type of off -

peak transactions are reported daily on the Power

Mar ket Week's Daily Price Report for Northern MAI N?
A (M. N chols) The reported transactions

are for a day-ahead 1 x 8 product, basically from 10

o' clock at night until 6 o' clock in the norning.
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Q Do you know whet her those are power and
energy or just energy prices?

A (M. N chols) Those are presumably power
and energy because as far as | know they are firm
products.

Q When you say firm products, do you mean
financially firm products?

A (M. N chols) I don't know the contract
terms of the off -peak power. | have not heard of
any instances where they were non-firm products when

peopl e sold them as a whol esal e product.

Q Now t hese reported transacti ons do not
reflect nulti-day transactions. |Is that correct?
A (M. N chols) I believe the survey lists a

1 x 8 for the next day.

Q Wul d that be a yes?

A (M. N chols) Wll, repeat the exact
guesti on.

Q I"msorry?

A (M. Nchols) I"'msorry. [If I could hear

t he question back.

Q ["Il read it. [1'Il reread the question.
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Is it correct that the transactions that
are reported do not reflect multi -day transactions?
A (M. N chols) I believe that's correct.

Q Do you know whet her of f - peak spot market
transactions are reported every regul ar weekday for
the Northern MAIN regi on?

M5. READ: |I'msorry. | mssed that question
Could | ask that it be read back?

(Wher eupon the requested
portion of the record was read
back by the Court Reporter.)

M5. READ: Thank you

A (M. Nchols) I don't knowif they're
reported to the listing service. | do recognize
that the Power Markets Week |isting does not have
reportings every day.

Q Now based on your experience, if a person
wanted to find out prices for power in the industry,
are there any other places they'd go to find that
i nformati on other than the Power Markets Wek's
Daily Price Report for Northern MAIN? And either

one of you can answer that.
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A (M. Nchols) I guess I'mnot really sure
of where people would identify Northern MAIN as
bei ng a source of trying to get power.

Q Let nme rephrase the question. Maybe that
will help. If I wanted to find out the price for
Into-ConEd delivery points that was reported for
yesterday, for exanple, where m ght someone |ike
nysel f go about to find out that infor mation?

A (M. N chols) Wll, we've got the Power
Mar ket s Week. You can call up various brokers. You
know, you'd have to have some kind of relationship
with the brokers to get that kind of information
and |'msure there's other, you know, industry
publ i cati ons.

Q Power Markets Wek isn't the only industry
publication that has daily price quotes. I's that
correct?

A (M. Nchols) I"'mnot really an expert in
the industry product price quotes. |I'mnot in the
whol esal e departnent, so | nean |'ve seen tables and
different things. | don't know with what regularity

they' re printed.
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Have you ever heard of Megawatt Daily?

A (M. N chols) I have heard of Megawatt
Daily.

Q Have you ever read it?

A (M. N chols) I have seen one or two
copi es of Megawatt Daily. 1've not read it inits
entirety.

Q M. Crunrine, how about you? Are you

famliar with Megawatt Daily?

A (M. Cunrine) | have heard of it.

Q Have you ever read it throughout your
career?

A (M. Cunrine) | can't recall.

Q Can either of you recall whether Megawatt

Daily includes a Cormmonweal t h Edi son delivery point?
A (M. N chols) I have seen the delivery

poi nt for |nto-ConEd.

Q M. Crunrine, do you care to answer that
guestion?

A (M. Cunmrine) | didn't recall seeing it
inthe first place. |1 don't recall contents either.

Q Ckay.
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Now, is it your testinony that a Northern
MAI'N delivery point |location is nore geographically
applicable to Comonweal th Edi son's systemthan a
pure Edi son delivery point |ocation?

A (M. N chols) Actually, I think in our
testimonies we have -- I'mtrying to think of where,
but we indicated that we wanted to change that to an
I nto- ConEd because that has now becone avail abl e.
When we had first witten up, you know, the
proposal, the nethodol ogy, Northern MAIN seened to
be the nost applicable, and we had recogni zed t hat
as things evol ve, you know, we woul d choose
somet hing that woul d be nore applicable, and we
currently would use and, in fact, used Into-Conkd
when it became avail abl e.

Q Now isn't it true that before COctober 1st
of this nmonth when the revisions to the company's
off-cycle switching tariff was put into place, that
a mnimumtermthat a customer would be required to
provide notice would be thirty days in order t o
switch to delivery services?

A (M. Crunmrine) No.
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Q Prior to Cctober 1st, would it be correct
that the mnimumtermthat a custoner could renain
on delivery services would be a one-nonth period?

A (M. Cunmrine) It would be possible to
envi si on scenari os where a custoner could be on
delivery services for only one billing period, which
i s approxi mately one nonth | ong.

Q Now | believe you testified during the
initial direct, or whatever we're calling it,
response to the NewEnergy surrebuttal this norning,
t hat NewEner gy has chosen not to take advantage of
low prices in the spot market by entering into fixed
price contracts. Do you renenber that testinmony? |
believe it was yours, M. Crunrine.

A (M. Cumine) | do remenber that, yes.

Q And | believe you added to the end of that
statement that they had done so in order to -- it
was their business decision, and that was how t hey
deci ded to manage their risk I think you used the
phrase. Do you recall that?

A (M. Crunrine) Yes.

Q Isn't that what the conpany does to manage
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their risk?
A (M. Cunrine) Isn't what what the conpany

does to manage their risk?

Q Enter into fixed price contracts?
A (M. Crunrine) Sonetines.
Q Has the conpany done that at all within

the last year, entered into fixed price contracts to
manage their risk?

A (M. Crunrine) Not working in the
whol esal e energy group, | do not know exactly what
type of contracts we've entered into in the |ast
year or so.

Q Do you know whet her the conpany has a

purchase power agreenment with M ssion Energy?

A (M. Crunrine) W do.
A (M. N chols) Yes.
Q Are you famliar with the conpany's

purchase power agreerment with M ssion Energy?

A (M. Cunrine) I amgenerally.

A (M. N chols) I"'mgenerally, reasonably
famliar with it.

Q Do you know whet her the conpany's
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purchased power agreenment with M ssion Energy is
based on day-ahead spot prices for the off -peak
peri od?

M5. READ: Your Honor, | amgoing to object to
this line. | don't think ny additi onal direct
opened ny client up to a discussion of the M ssion
Energy agreenent, which was fully revi ewed and
approved by the Commi ssion and is not at issue in
thi s proceedi ng.

MR FEIN.  Well, the issue was raised regarding
how certain participants in the industry decide to
serve their customers, and if you give nme a nonent,
| believe the witnesses even refer t o sonething with
regard to the contract, and, additionally, | have a
right to exam ne the w tnesses regardi ng manners in
whi ch suppliers contract to neet their | oad.

EXAM NER JONES: All right. 1 think there has
been a sufficient link to the sur -surrebuttal or the
oral supplenentation of the testinony this norning
SO you may continue with this line of questions.

Is there a question pendi ng?

MR FEIN | believe there was, yes.
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A (M. N chols) Can we have it read bac k?

MR FEIN | canread it, if it's alittle
qui cker.

Q Do you know whet her under the conpany's
power purchase agreenent with M ssion Energy -- et
me rephrase that.

I s the conpany's power purchase agreenent
with M ssion Energy based on day-ahead spot prices
for the off -peak period?

A (M. N chols) The prices in the contract
were a negotiated contract, so the underlying prices
are very difficult to understand.

Q Is it that it's difficult to understand or
you don't know the specifics of it?

A (M. N chols) I don't know the specifics
in terms of how they negotiated prices, how they
cane up with those prices.

Q Do you have anything additional to add to
that answer, M. Crunrine?

A (M. Crunmrine) No.

Q Do either of you know whet her the conpany

buys nonthly 5 x 8 off - peak bl ocks from M ssion
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Energy under the purchase power agreement at prices
calculated in the ConkEd R der PPO W ?
M5. READ: |1'mgoing to object to the question.
My first objection is there's not a definition of
monthly 5 x 8 of f - peak bl ocks, what counsel neans,
and | believe there was al so an argument in the
guestion that was inconsistent with t he wi tnesses’
testinmony, but 1'd have to hear the question back to
confirmthat objection.
MR FEIN.  An argunent?
M5. READ: Yeah. Could I hear the question
back, pl ease?
MR FEIN The question was do you know.
M5. READ: You said something at the end.
EXAM NER JONES: Could we have the question
back, Ms. Reporter? Thank you.
(Wher eupon the requested
portion of the record was read
back by the Court Reporter.)
M5. READ: kay. | just have the one vague and
anbi guous obj ecti on.

A (M. N chols) The conpany buys power --



10

11

12

13

14

15

16

17

18

19

20

21

22

961

EXAM NER JONES: Just a m nute.

A (M. N chols) Oh, I"'msorry.

EXAM NER JONES: Any response?

MR FEIN | think the witness, if he's being
of fered as an expert on their index, probably can
determ ne what | nean by nmonthly. If he doesn't,
["1l ask himthe question. Maybe that will take
care of counsel's objection

EXAM NER JONES: Al right.

M5. READ: Just so the record is clear, the
witness is offered as a conpany w tness on the ConEd
met hodol ogy and the cal culations that underlie it.
He's not offered as a generic w tness on market
val ues.

EXAM NER JONES: Anyway, your question
M. Fein?

M5. READ. Actually, ny last statenment shoul d
have said a generic expert.

MR FEI N:

Q Is there anyone el se at Commonweal t h
Edi son who knows anything nore on how this proposed

nmet hodol ogy works rather than the two of you
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wi tnesses sitting here today?

A (M. Crunrine) Wich proposed nethodol ogy
are we tal king about now?

Q The conpany's nethodol ogy that we're here

seeki ng approval of, the nmarket val ue index.

A (M. Crunrine) For the nmarket val ue?

Q Yes.

A (M. Crunmrine) No.

A (M. N chol s) No.

Q Wuld it be safe to say that you are both

experts regarding the proposal wthin the conpany?
A (M. Cunrine) Wth regard to this

proposal , yes.

Q M. N chols, do you care to respond to
that too?

A (M. Nchols) I guess | first want to
understand exactly what you nean by expert. 1'm

very know edgeabl e on the subject matter.

Q And | don't recall whether | got an answer
to the question. Do either of you know whether the
conpany's power purchase agreement with M ssion

Energy is based upon day-ahead spot prices for the
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of f - peak peri od?

A (M. N chols) It's ny understandi ng that
the off-peak is purchased according to the terns and
conditions of the contract.

Q Is that a no answer? O is it an | don't
know answer ?

M5. READ: | believe the witness was trying to
be responsive. He stated his understandi ng of what
it was. I'mnot sure that allows for a yes or no.

MR FEIN He said it was stated through the
terms of the contract.

EXAM NER JONES: Well, the previous question was
-- there was a question, there was an answer, and

think there's a follow-up question on the table, so.

MR FEIN | can't renenber what the question
was.

Q Do you know whet her under the conpany's
power purchase agreenent with M ssion Energy -- do

you know whet her the conpany's power purchase
agreenment with M ssion Energy is based upon
day- ahead spot prices for the off -peak period? Yes

or no?
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A (M. Crunrine) | think our answer is we
can't answer it with a sinple yes or no as much as
we mght like to. The prices are in the contract.
VWhat those prices are based on | believe is what
M. N chols said that he was not famliar w th, what
they may have been based on. The contract is the
contract.

Q Under st ood. Wen was that contract
negoti at ed? Do either of you recall?

A (M. Nchols) I believe it went into
effect in Decenber of '99, so it would have been in
the year prior to that.

Q Ckay. Now, based upon your understanding
of the power purchase agreements, do you know
whet her Commonweal t h Edi son has the right to
di spatch all the capacity that's conmtted to ConkEd?

M5. READ:  Your Honor, |I'mgoing to object and
then hold the objection as this questioni ng goes on
Counsel may be eliciting information that is
confidential and proprietary. That woul d be the
basi s for my objection, and I would ask the

witnesses if they feel it elicits confidential and
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proprietary information or their answer is going to
contain confidential and proprietary information
that they let us know, and we will take appropriate
steps at that tine.

EXAM NER JONES: So you want w tnesses to have
| eave to answer --

M5. READ: Say | can't answer that because it
calls for confidential and proprietary information.

EXAM NER JONES: So before answering any given
question, you want themto have the opportunity to
i ndicate whether or not -- if they feel that their
answer woul d di scl ose confidential information?

M5. READ: Yes. Then | won't have to object to
every question

EXAM NER JONES: Is that --

MR FEIN That's fine. | do not believe any
question I will be asking has anything to do with
anything that' s confidential information

M5. READ. (Kkay.

EXAM NER JONES: Do you understand how that's
intended to work? So if you're asked a question and

you have concerns about whether your answer woul d
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di scl ose confidential information, indicate that
concern up front before answering, and we'll see
what we need to do next.

A (M. Crumrine) | understand.

A (M. N chols) I understand.

EXAM NER JONES: That's the procedure suggested
by your counsel, and that' s what we'll do.

M5. READ. Thank you.

MR FEIN 1'lIl repeat the question.

Q Are you aware whether, in fact, under the
purchase power agreenent that Commonweal th Edi son
has the right to dispatch all of the capacity that
is conmtted to Conkd?

A (M. N chols) The capacity that is
conmtted to ConED, ConEd has the right to it, but I
don't know if they can dispatch it in the fashion
that you may be thi nking.

Q VWhat do you understand the termright to
di spatch to nmean?

A (M. Nchols) I think it has a very direct
control over the output of a station.

A (M. Cumine) | believe it to nmean the
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ability to dispatch via conputer through the

aut omat ed generation systemthat ConEd possesses,
directly control the output of those units up and
down, and in that sense dispatch themon a
monent - by- monent basis. That's mny understandi ng of
the definition.

A (M. N chols) I concur.

Q In other words, and if nmy menory is
correct, that under the purchase power agreenent
these units can be online within as little as ten
mnutes fromthe tinme that they are di spatched by
ConEd. 1Is that correct? 1s that kind of what you
were trying to describe?

A (M. Cunrine) That's not exactly what |
was attenpting to describe, no.

Q Wuld it be fair to say that the
provi sions regardi ng dispatch in the purchase power
agreenent is intended to ensure that the conpany can
maintain reliability at at |east the sane |evel as
it does today?

M5. READ: |'mgoing to object to the question.

There's no showing at this point that the w tnesses
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agree that there are provisions in the contract with

regard to dispatch as assumed in counsel's question.

MR FEIN Well, if counsel would like me to |ay
a foundation, | wll.
MS. READ: That would be fine. | would renove

ny obj ection.

MR FEIN:

Q Are either one of you famliar with Robert
J. Manni ng?

A (M. N chols) Yes, I know him

A (M. Cumrine) | think we've both heard of
him vyes.

Q He is or was, maybe he still is, was,

Executive Vice President and President of

Conpetitive Qperations for the conmpany. Isn't that

correct?

A (M. Crunrine) Yes, he was.

Q And are you famliar with the proceeding
before the Illinois Comrerce Commi ssion in Docket

Nunber 99-0282 regardi ng the conpany's proposed sal e
of its fossil fuel plants?

A (M. N chols) I amnot.
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A (M. Cunrine) | was fortunate enough to
stay away fromthat one. | have no know edge.

Q Are you aware that such a proceedi ng
occurred?

A (M. Cumine) | amaware that a

proceedi ng occurred.

Q Are you aware that the conpany presented
testinmony in that proceeding?

A (M. Crunrine) Yes.

Q Whul d you be surprised to |l earn that
M. Manning provided public testinmony regarding
certain of the provisions contained in the purchase
power agreemnent ?

A (M. Cunrine) | would not be surprised,
no.

Q Wul d you have any reason to doubt that
the testinmony that M. Manning would provide to the
Conmi ssion woul d be true and accurate to the best of
his ability?

A (M. Cunrine) | have no doubt that it
was.

Q Whul d you have any reason to disagree wth
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certain testinmony provided by M. Mnning that the
purchase power agreenents contain provisions and
requi rements which are intended to ensure that the
conpany can maintain reliability?

M5. READ.  Your Honor, |I'mgoing to object to
that question on a couple grounds. The first ground
is hearsay. Reading a docunent or portions of a
docunent from anot her Commi ssion proceeding into the
record is an inappropriate use of hearsay. In fact,
the Conmm ssion's Rules of Practice caution that the
Conmission will only even rarely take administrative
notice of entire exhibits fromother proceedings.

These witnesses have testified that they
are not famliar with the proceeding. They are
aware that there was testinony, but they're
obviously not famliar with the individual document
fromthat proceedi ng, nuch | ess whet her the docunent
was revised at the tine it was entered into the
record or subsequently nodified by additiona
testinmony, etc., so | object to any further
questions in this |ine.

EXAM NER JONES: Any response?
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MR FEIN Let ne ask one |ast question.

M5. READ: | take it that means the question
that was pending is w thdrawn.

MR FEIN 1'Il withdraw the pendi ng question.

Q Whul d you agree that the purchase power
agreenents would be a reliable source of supply,
capacity, energy, and ancillary services for
Conmonweal t h Edi son Conpany?

A (M. Crunmrine) Wthout performng
personally a nore detail ed review of that agreenent,
which I have not done at this point, | don't know.

Q Now, M. Nichols, the conpany presently
has sonething called a full requirements portfolio
service that's effective through May of next vyear.
I's that correct?

A (M. N chols) The conpany offered in
conjunction with our proposal for market index a
whol esal e product for ARES at that tinme. [It's not
open to everybody.

Q Right. It was Iimted to ARES, the
availability of that offer. |Is that correct?

A (M. N chols) Right.



10

11

12

13

14

15

16

17

18

19

20

21

22

972

Q Are ARES still allowed to sign up
custoners under that service today?

A (M. Nchols) I believe, if they have a
contract in place, they can add custoners.

A (M. Cumine) If they have a whol esal e
agreenent with ConEd, under certain circunstances
for certain types of customers they can add them at
certain tinmes.

Q And this full requirenents portfolio
service, that's priced at the PPO narket val ue
ener gy charge?

A (M. Cunrine) Wll, there were two
conponents of it. Which component are we tal king
about ?

Q Why don't you descri be both.

A (M. Crumrine) There was a sunmer-only
portion in which the energy prices were priced on a
cust oner - by- custoner basis for the particular RES
based on the custoner classes in which those
particul ar customer s resided that were based at the
mar ket val ue energy charges contained in ConEd' s

Ri der PPO based on the Neutral Fact Finder.
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There was, in addition, a separate
conponent, a nutually excl usive conponent, that
began in June and runs through next May that for
certain circunstances customers are being ser ved
under that conponent of it. Again, charges are
determ ned on a customer - by-custonmer basis for a
particul ar RES based on the custoner class in which
each individual custoner resides, and the narket
val ue energy charges that are in ConkEd's R der PPO
mar ket index apply to that portion of the agreenent.

Q Do you know under the FRP service the
of f -peak price for those custoners?

A (M. Cunmrine) It depends on the service.
I just indicated there's two conponents.

Q VWll, why don't you tell ne about the
second conponent that you just described.

A (M. Crunrine) The second conmponent was

the portion based on the PPO market index that runs

from --
Q Ri ght .
A (M. Cunrine) -- June through May. And

I"msorry. You asked ne about a certain price.
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Q Do you know under that portion of the
proposal what the off -peak price is for those
cust oners?

A (M. Crunrine) The off -peak price is
i dentical on a per custoner class basis. On an
i ndi vi dual cust oner selected by the RES, the
of f -peak prices are equal to the off -peak nmarket
val ue energy charges in Applicable Period A or B.

Q Does the conpany sell or offer to sell
full requirenments service to any other parties other
t han ARES?

A (M. Crunrine) | don't know whether we
offer. W currently sell it to others.

Q And when you say others, what types of
custoners, not individual custoners?

A (M. Cunrine) I'maware of at |east four
muni ci palities to whomwe sell full requirenents
service in a whol esal e transaction.

Q Do you know what the whol esal e cost to
suppliers of the FRP service is for the market index
custoners under that FRP service?

MS. READ: Could | ask that that be read bac k?
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| mssed the first part.
(Wher eupon the requested
portion of the record was read
back by the Court Reporter.)
A (M. Cunrine) As | indicated, the price
paid by any particul ar ARES depends on the custoner
makeup of those customers that are being supplied
under that agreenment for that particular ARES. The
charges are based on the market val ue energy charges
that would apply to that customer had that customner
taken PPO service. W' re using the exact sane
nunbers, and on an individual custoner -by-custoner
basi s and using individual nonthly customer usage,
t hose charges are aggregated together, and based on
t he makeup of the customers supplied by the ARES
under that contract, that determnes the cost that
ConEd charges to the ARES.
Q Does the cost -- does the ARES price
change as new custoners are added?
A (M. Cunrine) Wll, what do you nean by
price?

Q M. N chols, did you have a response that
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you were trying to provide?
A (M. Nchols) Wll, it was uncertain that
it would actually change or coul d change. You don't

know what happens, dependi ng on what the custoners

are.

M5. HEXTELL: So, M. Nichols, can | ask you a
question? I1'msorry. Are you saying that -- first
of all, is the price per customer the sanme from ARES
to ARES?

Let's say that | sign up a custoner that
falls in the 3 to 6 megawatt class and N cor signs
up a customer that falls in the 3 to 6 negawatt
class, and it's the sane size custoner. They're
both 4 megawatt hospitals. Gay? Are you saying
that the price that's charged for that customer is
the same for Nicor as it is for NewEnergy?

M5. READ:  Your Honor, | do think the use of the
word price in the question is vague and anbi guous,
and this line is becom ng sonewhat confused, so
obj ect .

MS. HEXTELL: Your Honor, in response to her

objection, this whole proceeding is about price.



10

11

12

13

14

15

16

17

18

19

20

21

22

977

Isn't it?

M5. READ: This whol e proceeding i s about narket
val ue, and --

MB. HEXTELL: Ckay.

Is price the charge -- would you explain
tome, M. Crunrine, -- | think you referred to
price in your response. Do you have an
under st andi ng of what is meant by my question when I
say what's the price that's charged for each
cust oner ?

A (M. Cunrine) Yes. | believe | do have
an under st andi ng of what you nean.

M5. HEXTELL: Gkay. M. N chols, do you have an
under st andi ng of what | neant?

A (M. Nchols) I could use alittle
clarification.

M5. HEXTELL: Well, then maybe 1'll ask
M. Crunrine the question

(Laught er)

M. Crunrine, can you tell me -- given the

hypot hetical that | just set forth, is it your

testinmony today that if N cor signed up a 4 megawatt
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custoner and NewEnergy signed up a 4 negawatt
custoner, that they would be charged the sane price
or different prices for the usage that they consume
-- excuse ne -- for the power and energy that they
consunme each nont h?

A (M. Crunrine) The anmount --

M5. READ: | object, but I'll wthdraw ny
objection if you clarify your hypothetical with the
assunption that they are both on --

MS. HEXTELL: FRP service.

M5. READ. -- FRP service.

M5. HEXTELL: Yes. |'msorry.

Both custoners select FRP service. Both
are market index custonmers. Both are the sane size

A (M. Cunrine) And we're tal king about the
same nmonthly billing periods for both custoners.

M5. HEXTELL: Exactly.

A (M. Cumine) It is, inmy view, unlikely
that the charge to individual -- from NewEnergy to
Ni cor woul d be identical, and | et nme explain what
mean by that.

MS. HEXTELL: Pl ease do.
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A (M. Cunmrine) In a given nonth, for that
size of custoner, there would be a charge for peak
period kilowatt - hours consunmed by the custoner and a
charge for off -peak period usage consunmed by the
custoner. Even though in your hypothetical you' ve
hypot hesi zed two simlarly sized hospitals, they
woul d likely face the sane charge per peak period
kil owatt -hour or per off-peak kil owatt -hour
However, the anount ultimately charged to NewEnergy
or to Nicor would depend on each individua
hospital s’ exact anmobunt of peak period kilowatt -hour
usage multiplied tinmes that charge and the exact
amount of off-peak kilowatt-hour usage multiplied by
that charge. | think it's unlikely that they would
be ultimately charged identical anounts of doll ars.
Even though the underlying charge that's based due
to the custonmer woul d be because they're i n the same
custoner cl ass those charges would be the sane, but
the dollars would end up being different likely
because of slightly if not significantly different
usages between the two hospitals.

M5. HEXTELL: Perfect. Thank you
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M. N chols, did you have anything to add
to that?

A (M. N chols) I thought that was
excel | ent.

(Laught er)

M5. HEXTELL: So just to clarify, | think we've
identified that price -- your understanding and ny
under st andi ng of price neans that the dollar amount
that's charged for off -peak or on-peak hour usage,
that anmount is the same for a custoner that was
signed up by NewEnergy or a custoner that was signed
up by Nicor. | understand that the usage is
different, but the anpbunt that's used to nultiply
the usage to get to the ultimate price that you
referred to is the same for a custoner of N cor or a
cust oner of NewEner gy.

A (M. Cumrine) As long as we are again
assumng that they are both on FRP service and they
are both on the sane type of FRP service for the
same billing period in the same seasonal period.

M5. HEXTELL: Exactly.

A (M. Crumrine) Yes, we're in agreenent.
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MB. HEXTELL: Ckay.

CROSS EXAM NATI ON ( Cont ' d)
BY MR FEIN

Q Let's turn to your discussion in your
panel rebuttal testinmony, which I believe is Exhibit
9, and there's sone di scussion regardi ng narket
val ue estimates. Both of you would agree that there
is arelationship between t he CTC and the narket
val ue energy charge, correct?

A (M. Cunrine) A relationship between in
what sense?

Q Well, they correspond mat hematically,
meani ng the amount of the CTC increases, the narket
val ue energy charges woul d decrease?

A (M. Cunrine) It's really the other way
around. Market value is used to deternine
transition charges. |It's not the other way around.
They do have -- although it is not perfect, but they
do have a generally inverse relationship to one
anot her.

Q Now on page 8 of your joint rebutta

testinmony, you refer to 13 counterparties that have
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traded forwards contracts with ConEd on the Altrade
exchange during the year 2000. Are you famli ar

with that reference in your testinony?

A (M. N chols) I see that reference.
A (M. Crunrine) Yes.
Q. Do you know how many transactions that

represents?

A (M. N chols) I don't have an exact
nunber .
Q Do you know how much vol ume was transacted

i n nmegawatt - hours?

M5. READ: | will remind the witnesses that if
this is confidential and proprietary, they need to
identify that before answering. | believe the
Al'trade data, in fact, has been so marked in all the
dat a requests.

EXAM NER JONES: You may answer, subject to
t hat .

A (M. N chols) Wll, the answer is | don't
know exact | y.

Q Now, are either of you aware of how many

counterparties have traded forwards contracts with



10

11

12

13

14

15

16

17

18

19

20

21

22

983

ConEd on the Bl oonberg exchange during the year

2000? | notice you don't nention it in your
t esti nony.
A (M. N chols) I"'mnot aware of it.
A (M. Crunrine) Nor aml.
Q Are you aware whether any counterparties

have traded forwards contracts with Conkd on the
Bl oonber g exchange during the year 20007

A (M. N chols) I don't know for sure.

Q Are you aware of whether any data requests
were submitted to the conpany regardi ng the nunber

of transactions that occurred on Al trade?

A (M. Cumrine) | believe we got some data
requests.
Q Do you know whet her your responses to any

of those data requests included the vol unme of

transactions that occurred on the Altrade exchange?

A (M. Crunrine) Do you have sonething to
refresh our nmenory? 1 don't recall as I'msitting
here.

A (M. N chols) I don't know

Q So you're not aware, sitti ng there today,
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whet her any responses that were provided incl uded
the volume of the transactions. |'mnot asking for
nunbers ri ght now.

A (M. Crumrine) | have forgotten whet her
they did or didn't.

Q M. N chols, do you --

A (M. Nchols) I don't recall what the
answers were.

Q Do you know i f anyone el se woul d know
better at the conpany?

A (M. Cunrine) 1'd say the data request
responses are what they are.

Q Ckay.

M5. HEXTELL: Can | just ask one follow-up
gquestion to that?

So is it your testinmony that you have no
recol | ecti on whether or not ConEd has responded to
any data requests that actually set forth the nunber
and/ or volunme of the transactions that occurred on
Al trade?

A (M. Cunrine) | think we've just said we

don't renmenber what was in the data requests as
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M5. HEXTELL: Ckay. M. N chols, that's what
you --

A (M. N chols) That's right.

M5. HEXTELL: I'msorry. |I'msorry to keep -
know you keep shaki ng your head, but she can't --
you have to say yes or no, so. Thank you

MR FEIN

Q If you could turn to your surrebutta
testinmony in your discussion of energy inbal ance
service, | have sone questions regarding that.

EXAM NER JONES: What was that reference?

MR FEIN  Surrebuttal testinony. The
di scussi on begi ns on page 4.

EXAM NER JONES: Thank you

MR FEIN  And whoever this is nore properly

directed to, feel free to answer.

Q Whul d you agree that prices and demand are

hi ghly correl ated?

A (M. Crunrine) For what market? For what

time period? For what product? Your question is

too vague to answer. |'msorry.
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Q kay. Whuld you agree that during the
sumrer period in the ConEd service territory, if

there's higher demand in the on-peak periods?

A (M. Crumrine) Than what?
Q Than in the winter periods?
A (M. Cumrine) Cenerally, yes, | would

agree with that.

Q And when there's that higher demand in the
sumrer as opposed to the winter period, does that
generally result in higher prices during the sumer
than the winter?

A (M. Crunrine) Not always. It can.

Q More times than not, isn't it correct that
prices are going to be higher in the sunmer than in
the winter?

M5. READ: |'mgoing to object to the question
as vague and anbi guous. Prices is an awfully broad
term

MR FEIN Does the witness understand the
guestion?

A (M. Cunrine) | was just getting ready to

ask you a clarifying question in that same respect.
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Q You bot h have advanced degrees, correct?

A (M. Crunrine) Yes.

A (M. N chols) That's correct.

Q Are you famliar with prices during the
on- peak periods?

A (M. Cunrine) Are we tal king about
electricity prices?

Q El ectricity prices, yes.

A (Mr. Nichols) Are we tal ki ng about spot

prices? Wat kind of prices are we --

Q Sure. Let's talk about them
A (M. Cumrine) Yes, we're famliar with
t hem
Q And is it your testinony that spot prices

are higher in the winter than in the summer for the
on-peak periods?

A (M. Crumrine) | can show you
ci rcunst ances where they have been.

Q Is that --

A (M. Crumrine) In particular hours at
particular points in tine.

Q Does that occur nore often than not that
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that is the case?

A (M. Crumrine) No.

M5. HEXTELL: M. Crunrine, | have one question
for you. Can you tell ne in the preceding nine
months -- first nine months of this year, was the
hi ghest price that ConEd paid for spot market power
during the sumer or during the winter? |If you
know.

M5. READ. Your Honor, | amgoing to object to
the procedure of two counsel junping in and out on
cross-examnation. That is highly irregular. |
have tried not to object in order to nove this
along, but if it's going to continue to happen,
have to object.

EXAM NER JONES: Any response?

MR FEIN We'Il try to keep it at a m ni mum
If counsel wants, we'll take the tinme and confer and
then ask the question. W're not attenpting to do
it to belabor the proceeding. W're nerely trying
to exam ne the company's witnesses.

EXAM NER JONES: |Is there an objection to the

gquestion that's on the table?
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EXAM NER JONES: (Ckay.

A (M. Cumrine) | don't know for sure.

A (M. N chols) For the year 2000 I am not
sure.

M5. HEXTELL: How about for the year 1999?

A (M. Crumrine) It's ny understanding that
t he hi ghest spot prices occurred in the sumertinme
in 1999.

A (M. N chols) It was ny understandi ng that
it was on June 30th of 1999.

MS. HEXTELL: Thank you.

MR FEIN
Q Now i n your discussion of your
hypot heti cal regarding the -- well, not the
hypot hetical . Your discussion at the bottom of page

5 in the question and answer regarding inbal ance
costs to suppliers, let me -- I'd like to try to
under stand what you're saying here and appl yi ng what
you explain here. Now, if a retail electric
suppl i er pays $50 a negawatt - hour for energy and has

over - schedul ed due to | ower dermand than they had
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woul d be an inbal ance charge. Is

unrine) I"'msorry. You said

t hey' ve over -schedul ed energy conpared to their

custoners' usage?
Q Ri ght .

megawat t - hours.
A. (M. O

the price that th

For example, they schedul ed 10
The custoner only used five.
unrine) | think it's regardl ess of

ey may have paid for their supply,

but, yes. They would actually -- if they've over-

supplied, there would not be a charge for energy

i nbal ance. They
i mbal ance for pro
other than their
Q That's
el ectric supplier
megawatt - hours, t
extreme weather c
megawatt - hours, t
charge because th
to supply that ad

custoner's usage.

woul d be conpensated for energy

viding nore energy to the contro
custoners utilized in that hour
right. Now, simlarly, if aretail
scheduled for only 5

he custoner's demand, due an

hange, they end up utilizing 10
here woul d al so be an inbal ance

e control area operator would have
ditional power to neet that

Is that correct?
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A (M. Cunrine) Just a clarification, as
long as in our exanple we are tal ki ng about

i ndi vi dual one-hour peri ods.

Q Correct.
A (M. Crunmrine) Yes, that woul d be correct.
Q And the way that -- in your exanple, the

way that the inbalance charge or credit operates,
the price that the supplier pays for the power that
they' re scheduling, that does not factor in to the
cal culation. 1Is that correct?

A (M. Crunmrine) The energy inbal ance --
that is correct. The energy inbalance charge is
deter mi ned under one of the schedul es in ConEd's
pen Access Transmission Tariff. It is not based on
the supplier's cost of purchase

Q And when you di scussed in your testinony
whet her the net anmount that a supplier is billed can
either be a credit or -- you know, positive or
negati ve, when you di scussed that, you were not at
all considering any cost to the supplier to
originally procure that supply. 1s that correct?

MS5. READ: Could | ask that that be read back?
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(Wher eupon the requested
portion of the record was read
back by the Court Reporter.)
M5. READ: Are you still on the original page
you cited or are you talking about their testinony

general | y?

MR FEIN Well, 1'Il ask about their testinony
generally. I'msure M. Crunrine can answer the
guesti on.

A (M. Cunrine) I'msorry. She read it

back, and | just went blank. GCould I have it one

nore time? 1'msorry.
(Wher eupon the requested
portion of the record was read
back by the Court Reporter.)
A (M. Cunrine) That's correct.
Q Now, PPO custoners are charged for any

i mbal ances based upon neter ed vol une at the
appl i cabl e market val ue energy charge for their rate
class. |Is that correct?

A (M. Cumrine) | believe that's our

testi mony, yes.
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Is it true that there is no additiona

charge assessed solely to PPO custoners to refl ect

the cost of energy inbal ance on his or

A

an addi ti onal

at the narket val ue,

(M. Crunrine) There's no need to charge

no addi tional cost.

MR FEIN M. Hext

so the answer i s no,

her bill?

cost because we have charged all of

there is

ell is going to do the

bal ance of our cross-exam nation

CROSS EXAM NATI ON

BY Ms. HEXTELL:

Q

nonr esi denti a

M. Crunrtine,

can you tell ne how many

access on January 1, 2001?

it

custoners becone eligible for retai

M5. READ: Julie, could you speak a little nore

coul dn't even catch that question.

slow y? |

M5. HEXTELL: Oh, |
qui ckly.

M5. READ:

followit either.

M5. HEXTELL: Ckay.

Q

Can you tel

"msorry. | do speak very

me, M. Crunrine,

how many

I"mnot sure the Court Reporter could
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custoners becone eligible for retail access on

January 1, 2001? Approximately is fine.

A (M. Cunrine) In the state?

Q O Illinois, in ConEd' s territory.

A (M. Crunrine) Approximately 270, 000.

Q It's true, isn't it, that Conkd has had

delivery service custoners | eave the traditional
utility supply? Correct?

A (M. Cunrine) If by that you nean that
t hey have changed from bundl ed services to delivery
services, yes, we have had custonmers do that.

Q Do you have any idea approxi mately how
many custoners have chosen delivery services rather
than bundl ed services since the nmarket opened
Cct ober 1st of |ast year?

A (M. Crunrine) Approximately 7,900.

Q Do you have any idea as to the rate at
whi ch custoners have been | eaving? Wat | nean --
or excuse ne. Not |eaving; selecting delivery
servi ces over bundl ed services.

A (M. Cunrine) | don't know what you mean

by rate.
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Q kay. Let ne explain. 1Is it 100
custoners a billing cycle? 200 custonmers a billing
cycle? You said that there have been 7,000. Is it

7,000 divided by twel ve nmont hs?

A (M. Cumrine) It has not been a perfectly
linear trend during that tinme period. | would
characterize it as in the first three or four nonths
there was a very rapid increase in the nunber of
custoners choosing delivery services. That nunber
of custoners choosi ng sl owed sonmewhat but was al ways
-- it has been an al ways i ncreasing nunber since day
one. | would say that it also then surged somewhat
and increased dramatically after June 1st.

Q kay. So is it safe to say that ConEd has
had t he opportunity to sell the power and energy
that was freed up by the departure of those 7,000
custoners during the past nonth?

A (M. Crunrine) W certainly have had the
obligation. | don't know how much opportunity, not
bei ng i n whol esal e mar ket i ng.

Q Do you know whet her ConEd has been selling

power and energy in the market since the market
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opened | ast year?
A (M. Crunmrine) You just used market for

perhaps two different meanings in the same sentence.

Q I"msorry.
A (M. Cunmrine) Could you clarify that?
Q Yes. Do you know whet her ConEd has been

buyi ng and selling power and energy in the whol esal e
mar ket since deregul ati on began, open access for
retail custonmers began on Cctober 1, 19997

A (M. Crumrine) | have a general
understandi ng that we participate in the market as
both a buyer and a seller.

Q Ckay. Can you |l ook at your rebuttal
testimony on page 3, lines 10 through 12? | believe
that you say "any cal cul ati on of market value is
necessarily a proxy for prices that will actually
occur as market participants buy and sell
electricity.” 1s that correct?

A (M. Cunrine) That's a correct reading.

Q Then 1'd also like to direct you to your
surrebuttal testinmony, which is on page 3, |line 16.

| believe you say that this issue -- that the issues
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currently being considered in this proceedi ng have
narrowed as this proceeding noves forward, and that
you state that the market value we are |ooking for
is the value of the power and energy freed up when
delivery service custoners choose to | eave the
traditional utility supply. 1Is that correct?

A (M. Cunmrine) It's not word for word, but
it's a close reading of what's there.

Q Sorry. | was trying to conpress it a
little.

Based on this testinony, would you agree
that the nunber that we're all interested in is the
nunber that will actually result as the val ue of
electricity as market participants buy and sell
power and energy? G ven that that nunmber changes
with each transaction, but overall that's the nunber

that people are concerned with. Wuld you agree

t hat ?
A (M. Crunmrine) No.
Q l"msorry?
A (M. Crunmrine) No.
Q Ckay. M. N chols, you can junp in any
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time.

A (M. N chols) GCkay. No.

Q Do you have any idea how nmuch power and
energy has been freed up since the opening of the
open access progranf

A (M. Crunrine) Wen you say freed up, what
do you nean?

Q Vll, I'd actually throw that back to you
because | think that's Conkd's term nol ogy. Do you
have any understandi ng of the neaning of the words
freed up?

A (M. Cumrine) | have an understandi ng of
ny understanding of freed up. Wat | need to know
i s what you nmean by freed up when you asked ne the
guesti on.

Q Well, | guess what | would say i s that you
can rely on your understanding of freed up to answer
t he questi on.

M5. READ: Your Honor, I'mgoing to object to
that, but if the witness is allowed to state his
definition as part of his answer, | wll waive ny

obj ect i on.
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MS. HEXTELL: That's fine.

EXAMI NER JONES: You may answer.

A (M. Crunrine) My understandi ng of
freed-up energy is the amount of energy that is no
| onger being supplied by ConEd when custoners choose
alternate suppliers by going to delivery services
I do not know the exact nunber. It is probably on
the order of -- no, it's definitely on the order of
mul ti pl e hundreds of negawatts worth of | oad that
has been freed up, maybe even nore than hundreds of
megawatts; it may be in the thousands. |'mnot sure
exactly.

Q Ckay. Do you have any know edge whet her
ConEd has sold that freed-up power and energy in the
whol esal e mar ket ?

A (M. Crunrine) Not being in whol esal e
mar keting, | do not have specific know edge, but I
amsure that we are trying valiantly to obtain the
val ue of that freed-up energy sonmewhere.

Q Whul d you have any know edge whet her ConEd
has i nfornmed the Conmi ssion of the prices that

t hey' ve been -- that ConEd has been able to sel
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that freed-up power and energy at?

A (M. Cumine) Ofhand, |I'mnot aware.
Q M. N chols, do you have any know edge?
A (M. N chols) I"'mnot aware of that.

Q I think that M. Fein asked you earlier
about the transactions that occurred on the Altrade
exchange. Do you have any know edge whet her ConEd
has identified to the Conm ssion the average price
per nmegawatt - hour that resulted fromthose

transacti ons?

A (M. N chols) I do not have know edge, no.
A (M. Cumine) I'"'msorry, because I'm
still alittle unclear as to exactly which

transactions on Altrade we're tal king about.

Q All of the transactions.
A (M. Crumrine) Al the transactions on
Al trade.
Q All the transactions -- excuse ne. Let ne

refine that a little. Al the transactions that
ConEd has been a party to that have occurred on the
Al trade exchange.

A (M. Cunrine) |I'mnot aware.
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Q Do you have any idea who woul d be better
aware w thin Conkd?

A (M. Cunrine) I'"'msure that somewhere in
our whol esal e group responsi bl e for maki ng those
transactions and paying for themafter they' ve been
made or getting the noney afterwards, that there's
records being kept sonewhere. | don't know who that
i ndi vi dual person m ght be.

Q M. N chols, did you have sonmething to add
to that? You sort of |ooked |ike you were.

A (M. N chols) I do not know who t hat
person is, and |I'mnot sure why they would be
reporting whol esal e transactions to the Conm ssion.

Q Is it correct to say that ConEd has not
of fered any exanples of their actual transactions
that occurred on the Altrade exchange into the
record of the current proceedi ng, this ongoing
proceedi ng, to the best of your know edge?

A (M. Cunrine) I"'mnot sure | would
totally agree with that.

Q Whul d you expl ai n your di sagreenent ?

A (M. Crunrine) W have stated that we have
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participated in transactions on Altrade. W have
stated and determ ned narket values, in part, based
on actual transactions that have occurred in
Altrade. To the extent that ConEd has been one of
the counterparties to transactions that entered into
t he wei ghted average prices that were in Altrade,
it's in there somewhere.

Q So has ConkEd submitted to the Comm ssion
an exanple of any of the contracts that they
executed as a result of being one of the
counterparties to the transactions that occurred on
the Altrade el ectroni c exchange, to the best of your
know edge?

M5. READ: Can | ask a clarifying question?

MS. HEXTELL: Sure.

M5. READ: O |'Il state an objection as vague
and anbi guous and then ask a clarifying question.
You previously asked in the record. Now you've just
said submtted. Are you still qualifying that by in
the record --

MS. HEXTELL: Sure.

M5. READ. -- or through the audit process or
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di scovery?

M5. HEXTELL: On the record.

M5. READ. Thank you.

M5. HEXTELL: Thank you for your clarification.

M5. READ: Oh, you're welcone. | make it for
the record.

A (M. Cunrine) I'mnot aware of any
specific contract or tine period covered by a

contract that we have provided in the record.

Q M. N chol s?
A (M. N chols) I"'mnot either.
Q Sois it safe to say then that there's no

evidence that's been entered into the record of this
proceedi ng that specifically reveals the prices at
whi ch ConEd bought or sold power on the Altrade
el ectroni c exchange?

M5. READ:  Your Honor, --

Q To the best of your know edge.

M5. READ: |I'mgoing to object to this question.
The record will speak for itself. These w tnesses
haven't even been here the whol e proceedi ng, and |

don't think that's an appropriate question to
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address to the w tnesses.

M5. HEXTELL: Your Honor, | would point out that
| said to the best of their know edge, so to the
extent that they are unaware of evidence that's been
admtted into the record, they can say that.

I would al so add on that the question --
that's the very basis of this proceeding is the
mar ket val ue of the power and energy that's freed up
when bundl ed service customers go to delivery
servi ces.

M5. READ. These w tnesses' know edge of what is
or is not in the record now or subsequently is not
relevant to any issue in this proceedi ng.

EXAM NER JONES: I'Il allow the question. |
don't know that there is an objection that the
subject matter they're being asked about is
irrelevant.

M5. READ. That's right.

EXAM NER JONES: And as to whether they shoul d
be asked about materials in the record put in by
ConEd, | think that's a fair question, and if they

know, they can tell us. So that's the ruling.
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Answer the question, if you can

M5. HEXTELL: Thanks, Your Honor.

A (M. Crunrine) I'msorry. | either need
it read back or reasked.

M5. HEXTELL: That's fine. Can you read it
back, please?

(Wher eupon the requested
portion of the record was read
back by the Court Reporter.)

A (M. Crunmrine) To ny know edge there isn't
any, but | don't claimto have total k now edge of
every itemthat's in the record

Q Thank you. That's fine

M. Nichol s?

A (M. Nchols) I"'mnot totally clear on
what the record neans, but we've --

Q Let me -- can | clarify that for? 1 think
what the record neans is that as these proceedings
go on, different things are marked. Like when your
testimony was introduced today, Ms. Read wal ked you
t hrough di fferent docunents that you prepared and

asked you whet her you prepared those and then asked



10

11

12

13

14

15

16

17

18

19

20

21

22

1006

for that to be adnmitted into the record. So
basically it's a file that has all the docunents

t hat peopl e have asked in that fashion to be
admtted. Does that clarify your understandi ng of
nmy question?

A (M. N chols) Ckay. | think we've always
stated that the Altrade prices were proprietary.
mean they're provided, you know, to Staff under
audit, but for that reason | don't believe we've put
those prices out there.

Q Ckay. Thank you

Whul d you agree with ny concl usion that
M. Huntowski's -- ny representation about your
expert, M. Huntowski's testinony, that use of 8, 760
hours of historical price and |load data is a
sufficient basis for your methodol ogy, cal cul ations
that are contai ned within ConEd s nethodol ogy?

M5. READ: Your Honor, I'mgoing to object to
counsel stating another witness's testinony and then
seeking to cross-exam ne these witnesses on it. |
think the record for what M. Huntowski said would

speak for itself, and if she wants to direct her
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gquestion to sonmething in their testinony, | have no
obj ecti on.

M5. HEXTELL: M. Exam ner -- excuse ne -- Your
Honor. | believe that we have a right to ask --

EXAM NER JONES: M. Examner is fine, but go
ahead with your --

M5. HEXTELL: Your Honor, sir. They offered
M. Huntowski as an expert w tness, and | think we
have a right to ask whether or not they agree with
their expert witness's testinony. It's their
expert, not ours, and I'mnot crossing them [|'m
just asking them

EXAM NER JONES: | think partly what it cones
down to, and I'Il allow you to continue your
argunents here, is whether the subject matter that
you are referring themto, the issues you're
referring themto that are addressed in the other
Wi tness's testinony, are ones that these w tnesses
are covering, and | don't know whether there are any
representations on that point right now, and | think
we woul d need to hear about that before naking any

ruling.
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M5. HEXTELL: Ckay. |[I'Il withdraw the question
Q Is it your understanding that part of the
cal cul ation contained within ConEd' s net hodol ogy
relies on an analysis of a year's worth of data,
pri ce and usage data?
A (M. Crunrine) Yes, 8,760 hourly
observations, that's correct.
M5. HEXTELL: Thank you.
I think that the rest of the questions we
have we'd like to do in canera
EXAM NER JONES: Do you know approxi mately how
much questioning you have in canera?
M5. HEXTELL: Probably ten m nutes.
MR FEIN Unless there's objections to it.
M5. READ: Which there likely will be.
MR FEIN Then it will be considerably |onger.
EXAM NER JONES: Al right. Of the record
regardi ng schedul i ng consi derati ons.
(Whereupon at this point in
t he proceedi ngs an
of f -the-record di scussion

transpired.)
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EXAM NER JONES: Back on the record.

We hereby break for five mnutes, and when
we get back we'll take up the Newknergy confidentia
guesti ons.

(Wher eupon a short recess was
t aken.)
EXAM NER JONES: Back on the record.

During the off -the-record conference there
was sone revisiting of estimated cross -exam nation
times.

It was also noted that there is no
cross-exam nation of Unicomwi tness David Braun, and
that testinony will go in by affidavit, as
understand the agreenent of the parties. 1s there
any objection to David Braun's testinmony going in by
affidavit? Al right. There is not, so leave is
given to do that.

Al right. Unless sonebody has sonet hing
else, | think that brings us back to the ConEd
wi t ness panel, and there is sone nore cross to
conduct, including sone in canera, and | believe

we're ready for at |east the NewEnergy in canera
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guesti ons.

So while we're on the record and before we
go in canera, which parties and individuals are
allowed to remain in the roomfor this testinony?

M5. READ: | believe it's only NewEnergy's
counsel, Staff, M. Warren, and M. Kam niski who is
| eavi ng, and ConEd.

EXAM NER JONES: Al right. So those are the
only ones entitled to remain, and everyone else is
excl uded during thi s portion of the in canera

Al right. At this time we hereby go into
an in canera portion of the cross-exan nation

(Wher eupon the foll ow ng
pages 1011 through 1028 and
1029 through 1059 are
cont ai ned under separate
covers for these in canera

portions of the proceedings.)
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EXAM NER JONES: O f the record.
(Whereupon at this point in
t he proceedi ngs an
of f -the-record discussion and
per i od transpired.)
EXAM NER JONES: Al right. Back on the record
in the open public portion of the transcript.

| just need to briefly recap what was done
on an in canera basis.

During the in camera portion or portions,
first there was cross-exam nati on by NewEnergy of
M. Crunrine and M. Nichols. After that there was
in canera cross-exam nation by the Comm ssion Staff
of the same two witnesses. There was al so sone
redirect, as well as sone cross-exam nation by
M. Robertson. Then there was in canera
cross-exam nation by M. Warren of the sane two
ConEd panel menbers.

In addition, there were four AG
confidential exhibits put into the record. People's
Cross Nunber 1P is in proprietary. It was the

response to AG DR Nunber 1. People's Cross Number 2
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Pis in proprietary. It was the response to DR
AG- 4.

MR WARREN.  Your Honor, Number 1 was for AG
Nunber 1 and Nunber 2. There's two, two data
requests to each one.

EXAM NER JONES: You're right. | stand
corrected, and al so People's CGross Nunmber 2P
i ncl udes the responses to AG-4 and AG 5. Thank you
for clarifying that.

There were two other confidential exhibits
put in by the AG  They've been marked as People's
Cross Exhibits Nunbers 3 and 4. They are also
responses to data requests. People's Exhibit Nunber
3HP is a response to AG DR Nunber 3. Is that right?

MR WARREN:  Yes.

EXAM NER JONES: And People's Cross Exhibit
Nunber 4HP is the ConEd response to AG DR Nunber 6

MR WARREN: Si x.

EXAM NER JONES: The exhi bits have been marked
confidential. However, it's ny understandi ng that
the questions contained in those DRs or the original

-- to put it another way, the original DR questions
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are not confidential, so if other parties want to
obtai n copi es of those questions thenselves from

t hose who either asked the questions or provided the
responses, as the case may be, they may do so.

MR WARREN. Just for the record, Your Honor,
the last two, People's Cross Exhibits 3 and 4, were
al so designated with the lett ers HP which indicated
highly proprietary, and they were presented to the
Heari ng Exam ner and the Court Reporter and other
parties in a seal ed envel ope.

EXAM NER JONES: That is correct. Thank you.

I think that basically sunmarizes in open
record the nature of the activities during the in
canera portions of the transcript.

Also, | think at the suggestion of
M. Seidel, we did determine at that tine whether
there was redirect exam nation with respect to any
of that in canera cross-exam nation, and | believe
that all redirect that there is to be conducted with
respect to that in canera cross has, in fact, been
conduct ed.

So with all that, we'll at |east see what
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we need to do next with respect to concluding the
cross-exam nation of these two w tnesses.

| believe that the IIEC has
cross-exam nation, and the AG may have --

MR WARREN. Five mnutes.

EXAM NER JONES: -- sone as wel .

MR WARREN. And also Staff.

EXAM NER JONES: | think Staff is finished,
aren't they? Didn't you say all yours was in
canera?

MR REICHART: Except for one question

EXAM NER JONES: Al right. So Staff still has
some for the public recor d, as does the AG and the
I1EC as well, and | don't know about IP. Do you
still have some?

MR LAKSHVANAN: No, we do not.

EXAM NER JONES: IPis now a zero in terns of
the cross-exam nation tine.

Al right. So to discuss how best to
proceed fromthis point forward, we hereby go off
the record.

(Whereupon at this point in
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t he proceedi ngs an
of f -the-record di scussion
transpired.)

EXAM NER JONES: Back on the record.

There was an off -the-record di scussion
regardi ng scheduling and rel ated considerations. |
think that the plan is to get the cross-examnation
finished by all parties except for M. Robertson for
the I P panel nenbers, so that's what we'll do. |
thi nk maybe M. Warren, perhaps Staff, has some
addi ti onal questions. Wo would |like to proceed?

MR REICHART: | can do mine. |It's just one
very easy question

EXAM NER JONES: M. Reichart.

MR REI CHART: Thank you.

CROSS EXAM NATI ON
BY MR RElI CHART:

Q Gentl emen, ny question is, are you aware
if representatives fromStaff visited your offices
to audit the records on the Altrade and Bl oonberg
Power Mat ch transaction prices, as well as the bid

asked m dpoints that were pertinent to the
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Applicable Period A filing by Conkd?

A (M. N chols) Yes, there was an audit
conduct ed.
Q And is the same true with respect to the

Applicable Period B filing by Conkd?

A (M. N chols) Yes, there was an audit
conduct ed.

MR REICHART: Those are mny only questions.
Thank you.

EXAM NER JONES: M. Wrren.

MR WARREN: Good afternoon again, gentlenen.

CROSS EXAM NATI ON
BY MR WARREN:
Q I"d like to refer you to your rebuttal

testinmony, ConEd Exhibit Nunmber 9, page 6, if I

could, please, specifically line 23. Are you there?

A (M. Crunrine) Yes.
A (M. N chols) Yes.
Q It states, "I n 2000, Conkd traded with 37

di fferent counterparties for Into-ConEd forward
contracts.” |Is that correct what it states?

A (M. Crunrine) Yes.
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Q It says in 2000. From what period? From
January 1, 2000, to what date? Wuld it be the date

that you have on this or sone other date?

A (M. N chols) It would be sonetine before
this date.

Q But you don't know --

A (M. N chols) There would be not a

specific date.

Q Okay. Wthin a nonth?

A (M. Nchols) Yes. | nmean it was
cont enporary to.

Q Al right. And you nentioned that there
were 37 different counterparties for the Into-ConkEd
forward contracts. Do you know how many ot her
counterparties are involved in the Into-ConEd
forward contracts traded?

A (M. N chols) W would only know who was

trading with us.

Q That's al so your answer?
A (M. Crumine) | agree.
Q kay. Could I refer you then to your

surrebuttal, ConmEd Exhibit 10, and to page 57?
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Actually it begins on page 4. You state that ConEd
al so nust separately procure, on line 20, |ooks Iike
21, also must separately procure Energy | nbal ance

Service for its PPO custoners fromthe

control area operator. |Is that correct?
A (M. Crunrine) Yes.
Q kay. And then on page 5 on line 12, the

sentence "Conkd, as the control area operator,” you

state there. |Is that correct?
A (M. Crunrine) Yes.
Q Is ConkEd the control area operator for the

area that ConkEd operates in?

A (M. Crunmrine) ConEd's transm ssions
operations group within ConEd is the control area
operator for our area, Yyes.

Q Ckay. So then the rest of this page where
you' re explaining that there may be sone charges or
may be sone paying back that the control area
operator has to do to any RES or a supplier that
woul d have sone sort of inbalance, that woul d be
ConEd paying or giving back to itself? Aml

understanding this correctly?
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A (M. Crunrine) There are actual internal
book transactions that do occur to reflect those
paynments or credits, yes.

Q As a control area operator, does Conkd
receive a fee or any kind of paynent for whatever
actions it takes as a control area operator?

A (M. N chols) wll, Conkd has got a FERC
QATT filing where it's a tariff, so it charges, you
know, according to the tariff.

Q kay. And these tariff charges that it's
all owed to charge, does it charge itself when the
transaction is internal ?

A (M. Crunrine) Yes.

MR WARREN: That's all | have. Thank you.

EXAM NER JONES: Thank you, M. Warren.

I think that's it then for these w tnesses
for now.

| believe Unicomwanted to put in an
exhibit. |Is that right?

MR McDEVITT: W actually have two mnisterial
itenms, Your Honor.

The first is to introduce by affidavit the
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testimony of David Braun. | apologize. | have only
two copies of the affidavit. They're a buck a piece
next door here, so. | have one original.

EXAM NER JONES: Let's see what you've got. Wy
don't you just attach that to the back of the
t esti nmony.

MR McDEVI TT: Ckay.

EXAM NER JONES: |If nobody has any objection to
that, and we'll just make it part of the exhibit, as
long as the record shows that's what's goi ng on.

MR McDEVI TT: CGood enough. Al right.

EXAM NER JONES: And we just need one official
copy to be marked and then one copy for our Court
Reporter's use.

MR McDEVITT: Ckay. Here we go. "Il serve
everyone else with copies of the affidavit.

The second thing 1'd like to --

EXAM NER JONES: Let's get sone identification
going with this first. You want that mark as --

MR McDEVI TT: Unicom Energy Direct Exhibit 1.

EXAM NER JONES: Is it all right if we just make

that Uniform Energy Exhibit 1? 1s that
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satisfactory?

MR MDEVITT: That's fine with ne.

EXAM NER JONES: Al right. W'Ill make that
Uni com Energy Exhibit 1.

(Wher eupon Uni com Ener gy
Exhibit 1 was marked for
identification.)

EXAM NER JONES: Al right. D d you have
anot her nmatter?

MR McDEVITT: Yes. There were sone pages that
we' ve just received related to Uni com Energy Cross
Exhibit 1. These are the |ast few pages of the
exhibit to the data requests that we had introduced
earlier. | would suggest that we could sinply add
these as an anendment to the original exhibit which
was introduced earlier, subject, of course, to
stipul ati on of counsel here.

M5. READ: | stipulate.

EXAM NER JONES: Does anyone have any probl em
with that?

MR FEIN  No.

EXAM NER JONES: So you'd be addi ng what? Pages
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1, 2, 3, and 4 fromso-called Attachment C1?

MR MDEVITT: What | actually have here is the
conpl ete set of Attachnment Cl, which is pages 1
through 6, so we'd just pull the last -- the two
that were there before, substitute pages 1 through
6, and we'd then have a conplete exhibit.

M5. READ. Actually, Dan, we have two full
copies here, if you just want to substitute them

MR MDEVITT: Sure.

M5. READ. And have it renarked.

EXAM NER JONES: W have one here that's marked.

M5. READ. (Kkay.

MR MDEVI TT: Ckay.

EXAM NER JONES: So |let the record show we
hereby give you leave to withdraw for a matter of
seconds the Uni com Energy Cross Exhibit Nunmber 1 and
to renmove the | ast two pages therefrom and
substitute a new Attachnment Cl, pages 1 through 6
inclusive. Now does that take care of it ?

MR MDEVITT: That does it.

EXAM NER JONES: So we now have that back, and

it has been nodified accordingly.
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That's all you have, right?

MR McDEVITT: That's all for ne, yes. Thank
you.

EXAM NER JONES: kay. |It's ny understandi ng
there's no obj ection to the adm ssion of Uni com
Energy Exhibit Nunmber 1, but let's make sure. Does
anyone have any objection to the admi ssion into
evi dence of Unicom Exhi bit Nunber 1 by affidavit?

MR FEIN  No.

EXAM NER JONES: Al right. There are none.
Uni com Ener gy Exhibit Nunber 1 is hereby admtted
into the evidentiary record.

(Wher eupon Uni com Ener gy
Exhibit 1 was received into
evi dence.)

EXAM NER JONES: Ckay. Of the record regarding
[ unch.

(Whereupon at this point in
t he proceedi ngs an

of f -the-record di scussion
transpired.)

EXAM NER JONES: Back on the record.
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(Wher eupon | unch recess was

taken until

2:55 P.M)
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AFTERNOON SESSI ON
(Wher eupon the proceedi ngs
were hereinafter
st enogr aphi cal ly reported by
Carl a Boehl .)
(Wher eupon ClLCO Exhibits 1.0
and 2.0 were narked for
pur poses of identification as
of this date.)

EXAM NER JONES: Back on the record. | believe
by prior arrangenment there is a CLCO witness that
will be testifying at this time; is that correct,
M. Seidel ?

MR SEIDEL: Yes, thank you very nuch,

M. Examiner. Are we ready to proceed?
EXAM NER JONES: | think we are. The w tness
i s who?

MR SEIDEL: This is CLCO w tness Deborah L.
Lancaster. She has not been sworn.

EXAM NER JONES: Pl ease stand to be sworn, if
you woul d.

(Wher eupon the Wtness was
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duly sworn by Exanmi ner Jones.)
DEBORAH L. LANCASTER
called as a Wtness on behalf of Central Illinois
Li ght Conpany, having been first duly sworn, was

exanm ned and testified as fol |l ows:
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DI RECT EXAM NATI ON

BY MR SEI DEL:

Q

Whul d you pl ease state your nanme and

busi ness addr ess.

A

address is 300 Liberty,

Q

My nane is Deborah Lancaster. M business

Peori a,

Illinois 61602.

Do you have before you two docunents

whi ch have been marked for identification purposes

as Cl LCO Exhi bit

A

Q

Yes,

1.0 and CILCO Exhibit 2.07?

do.

And is CLCO Exhibit 1.0 a four -page

typewitten docunent consisting of eight questions

and answers and bearing the title "Prepared Direct

Testimony of Deborah L. Lancaster on Behal f of

Central

I1linois Light Conpany in Docket Nunbers

00- 259, 00-395, 00-461"7

A

Yes,

it

is.
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Q And is CILCO Exhibit 2.0 a five-page
typewitten docunent consisting of five questions
and answers bearing the title "Prepared Surrebuttal
Testimony of Deborah L. Lancaster on Behal f of
Central 11linois Light Conpany, Docket Nunbers
00- 0259, 00-0395, 00-0461 Consolidated"?

A Yes, it is.

Q Were these docunents prepared by you to
submit as your prepared direct t estinony and

prepared surrebuttal testinony in this docket?

A Yes, they were.

Q Are there any corrections to Cl LCO Exhi bit
1.07?

A Yes, there is one correction. That
correction is on page 3 of 4, |line nunber 62. After

the comma there is the word "but” and then there is

the word "energy.” | need to insert the word
"firm"
MR, LAKSHVANAN: ['msorry. | just want to

make sure | amclear. Does that go between the word
"but" and "energy"?

THE WTNESS: Yes, in between the word "but"
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and "energy."

MR SEI DEL:

Q Is that the only correction to ClLCO
Exhi bit 1.07?

A To that one, yes, it is.

Q Are there any corrections to Cl LCO Exhi bit
2.07?

A Yes, there are corrections on page 5,
lines 98 and 99. After the word "response"” half way
t hrough that sentence on line 98 strike the word "A"
before the word "data."” Make the word "request”
pl ural .

And on line 99, after the word "staff"

insert the words "and IP."

Q Are there any other corrections of this
exhi bit?
A No.

MR SEIDEL: M. Examner, | would note for the
record that we have made these handwitten changes
on the copies of the exhibits that we have submitted
to the court reporter.

EXAM NER JONES: Thank you.
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MR, SEI DEL:

Q Now, with these corrections, if | were to
ask you the questions appearing in CLCO Exhibits
1.0 and 2.0, would your answers be the same?

A Yes, they woul d.

MR SEIDEL: M. Examner, | have no further
questions of CILCO witness Lancaster. | offer C LCO
Exhibits 1.0 and 2.0 into evidence and nake
Ms. Lancaster available for cross exam nation

EXAM NER JONES: Any objections to those
exhi bits being adm tted?

MR, LAKSHVANAN: Yes, we may have a notion to
strike a portion of the surrebuttal testinony. It
woul d depend on certain cross questions.

EXAM NER JONES: That's the surrebutta
testi mony?

MR LAKSHVANAN:  Yes, Your Honor.

EXAM NER JONES: Any ot her responses? There
are not. Let the record show CILCO Exhibit 1.0 is
admtted. CILCO Exhibit 2.0, being the surrebuttal
testimony, has been offered but we will withhold a

ruling on that until a later point.
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(Whereupon ClLCO Exhibit 1.0
was admtted i nto evidence.)
EXAM NER JONES: | think there are maybe three
parti es who have questions for Ms. Lancaster.
Anyone want to start off?
MR REICHART: Sure, | will start off.
CROSS EXAM NATI ON

BY MR REI CHART:

Q Good afternoon, Ms. Lancaster

A Good afternoon

Q My name is John Reichart and | represent
the Staff of the Conmission. | would like to begin

by referring you to page 3 of your direct testinony.
In Question and Answer 6 you recomend that the

mar ket value index in Areren and IP territories be
adjusted to reflect the additional cost of energy
due to Aneren and IP requiring the retail supplier

to supply 15 percent planning reserves; is that

correct?
A That is correct.
Q Can you tell nme how Ameren and | P should

quantify the increase in the market val ue index that
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are needed to reflect the additional cost of energy
due to the conpanies' requiring retail suppliers to
supply 15 percent pl anning reserves?

A Well, | can offer a suggestion for either
conpany and then | can coment on a suggestion
Amreren has al ready nade on their own.

Ei t her one of these conpanies could
possibly go out and get bids on what those reserves
woul d cost if they were to have to buy themor if
they supplied themthensel ves fromtheir system
They could offer that price up to the RES or the
ARES, and the RES could then either agree to buy
those reserves fromeither conpany at that price, or
the RES could turn that down and secure those on
their own. But at |least they woul d know t hat they
are going to be paying for these reserves.

Areren in their rebuttal testinony has
stated that they have no issue with adjusting the
mar ket val ue to cover the reserves that they are
requiring, but they are asking that you take those
costs fromtheir recently filed Schedule 4A to their

QATT.
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Q Do you have a comment on that process?

A | have just received that this past week,
their recently filed Schedule 4A, and so | don't
know that -- | would have to do nore investigation
of that schedule to say that | agree with their
char ges

Q Thank you. In a simlar |light on page 3
and 4, Question and Answer 7, you reconmend that the
mar ket value index in Areren and IP territories be
adjusted to reflect the additional cost of energy
due to Aneren and I P acquiring the retail supplier
to provide capacity-backed energy. | would ask you
a simlar question. How should Areren and IP
quantify the increase in the market val ue index that
is needed to reflect the additional cost of energy
due to their requirenent for retail suppliers to
provi de capacity-backed energy?

A | would answer that in the sanme way, the
option that they could secure that capacity
t hensel ves and offer that price up for the RES to
pay or the RES could go and secure it on their own

if they felt they could receive a better price on
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their own.
There is a capacity market developing in

IIlinois with all the new generation that is going
in. It's just not out there for public k now edge
yet. But nmy co-workers that trade in the daily
mar ket and the forward |l ong-termtradi ng have been
talking to a lot of marketers this year on capacity
deal s.

MR, LAKSHVANAN:  (bj ection on the ground that
the last part of the response was all hearsay.

EXAM NER JONES: Any response?

MR SEIDEL: Well, | didn't hear M. Reichart
obj ect, so apparently he felt it was responsive and
within the realmof this w tness' know edge and what
she relies upon in nmaking her proposals. So | think
it's appropriate. She is offered as a person wth
nore know edge -- with know edge beyond the ken of
the normal |ay person, and as an expert relies on
di scussions with col |l eagues and, therefore, | think
it's appropriate, not hearsay.

EXAM NER JONES: M. Reichart, any thoughts on

t he subject?
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don't have any objecti ons to

You are saying this witness is

testifying as an expert?

MR SEIDEL: Yes.

EXAM NER JONES:

further?

MR LAKSHVANAN:

EXAM NER JONES:

M. Lakshmanan, anyt hing

No.

I amgoing to allowthe

question. | think it goes to the weight that the

witness is testifying as an expert. It' s a

borderline situation

But | think the context in

whi ch the testinony was given which is objected to

I think, is such that the answer is proper. As I

say, it goes to the weight. Your next question?

MR REICHART: That's all | have, thank you

EXAM NER JONES:

| think IP and ConEd have

questions, if | amnot m staken

CROSS EXAM NATI ON

BY M5, ROSEN

Q Cood afternoon, Ms. Lancaster. M nane is

Courtney Rosen and |

am one of the attorneys
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representing Conmonweal th Edi son Conpany in this
proceeding. | would first just like to ask a
clarifying question. Does your testinony apply in
any way to the ConEd proposal or is it limted
solely to the Areren and | P proposal s?

A My testinony is limted only to the Ameren
and I P proposals. And the reason for that is that
nmy particular testinony deals with the reserves and
the capacity issues, and Commonweal t h Edi son does
not require the RES to supply either one of those to
serve the customers in their territory. They do
accept a marketer firmliqui dated damages contract
as that firm designated resource.

M5. ROSEN:  Thank you. | have nothing further

EXAM NER JONES: M. Lakshmanan, you are up

CROSS EXAM NATI ON
BY MR LAKSHVANAN:

Q Thank you. Turning back to -- good
afternoon. Joe Lakshmanan with Illinois Power
Conpany. Turning back to the sane page where Staff
started which was on page 3 of your direct

testimony, Q and A6, do you see that?
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A Uh - huh.

Q Am | correct in saying that the proposa
here is to have sone sort of adjustnent or
addi tional price added onto Aneren's and | P s market
val ue determ nation?

A That's correct.

Q Then turning to your surrebuttal, and
unfortunately mne is not pagi nated. Hopefully, our
lines are all the same. It's the paragraph that
begins on ny line 59, "As | nentioned earlier;" do
you see that?

EXAM NER JONES: What words?

MR, LAKSHVANAN:  The paragraph | have begins
"As | nmentioned earlier” online 59. I'mnot sure
if everyone's pagination or lines is the same.

EXAM NER JONES: Thanks.

MR, LAKSHVVANAN:

Q In that paragraph am| correct that you
cite to a contract that is called, and | believe
it's a quote, the Master Power Purchase and Sal e
Agr eenent ?

A That's correct.
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Q And you actually quote out of that, is
that correct? It appears that on |lines 64 and 65
there actually is a quote.

A Ckay, | amreading further. Yes, sir.

Q And in this section of your surrebuttal
are you in fact elaborating on why you believe there
shoul d be the price adjustment that we just

di scussed that cane out of your direct testi nony on

page 37?
A Wy | feel there should be?
Q Yes.
A There is an additional cost to the RES or

the ARES in securing this type of a product.

Q And one of the reasons you give -- |I'm
sorry, were you finished? | apol ogize

A That' s okay.

Q And in this paragraph, aml correct in

that you are citing to this Master Power Purchase
and Sal e Agreenent as one of the bases for why there
is an additional cost?

A I amnot referring to it as a basis.

was using that just as an additional information as
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to the conversation that took place at a neeting
attended with the IP transm ssion folks and bi |ling
fol ks where we were told that we had to supply 15
percent reserves. And M. Bob Lat ham who negoti at ed
this contract that you are tal king about here was in
that, was in attendance at that sane neeting. So
was just offering up this contract as another form
of -- a basis to say that it wasn't only CLCO
people in the neeting that understood we needed 15
percent reserve, but they -- a gentleman that
negotiated this contract with Ameren al so was under
t hat sane under st andi ng.

Q But, neverthel ess, you actually have cited
to and quoted fromthat contract; is that correct?

A I have.

Q And are you aware whether IlIlinois Power
Conpany requested a copy of that contract in the
dat a request?

A Yes. On Monday of this week | was asked
by you to submt that contract.

Q And was a conpl ete copy of that contract

provided to Illinois Power Conpany?



10

11

12

13

14

15

16

17

18

19

20

21

22

1088

A In pages, yes, a conplete contract was
submitted. But as far as the actual price of the
capacity-backed energy and reserves, | blacked those
out. The IEC negotiated those prices with Aneren
CILCO did not. And the IEC has not given me
permi ssion to share those prices that they paid

Amreren for that energy.

Q Is this a contract between the |IEC and
Amer en?
A The contract itself is designed between

CI LCO and Amreren as the RES for the IEC, but C LCO
had no part in negotiating the prices. M. Latham
negotiated all the prices. He sent out RFPs; he
awarded the contract to Areren. But as far as to
actually put into operation the daily delivery, the
schedul i ng, and the ownership of the energy, we
needed to sign an agreenent with Ameren for the
purchase of that energy.

MR LAKSHVANAN. At this tinme, Your Honor,
would -- and we have attenpted to work this out,
can assure you, over the |last two days between

M. Seidel and M. Flynn. W would nove that they
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provide us with either the pricing or that they
strike the testinony that refers to this.

EXAM NER JONES: Now, what pricing is it you
want ?

MR, LAKSHMANAN: In the actual copy that was
provided to ne there is the pricing in the contract,
apparently, on a negawatt hour basis and all those
pri ces have been redact ed.

EXAM NER JONES: So what you are requesting is
that you either be provided that pricing information
or that the nmotion to strike be granted?

MR, LAKSHVANAN: Be granted, and it's with
respect to the portion of her surrebuttal testinony,
make sure | get the right places again. |'msorry,
m ne wasn't paginated so |I'mnot quite sure on that.
It's the portion that discusses this contract on
line 62 and quotes fromit on |lines 64 and 65 and
conti nues on through to the next page.

EXAM NER JONES: Al right. What words does
that begin with? The lines are not matching up w th
the copy | have.

MR, LAKSHVANAN: |'m sorry about that. The
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portion would be starting on line 62. "The contract
is ultimtely awarded to Ameren Energy Services."
Then the next sentence begins, "In the Master Power

Purchase and Sal e Agreenent,"” and it continues on
through. Let me make sure | have got this right.
On to, "These reserves were acquired based on
information given to those of us in attendance at
the June 19 neeting."

M5. READ:  Wat |ines?

MR, LAKSHVANAN:  On ny version it's |line 66.
" mnot sure on other people's versions.

EXAM NER JONES: So that's the portion that you
want stricken in the alternative?

VR LAKSHVANAN: That's correct. And when the
surrebuttal testimony was put in, as | believe the
parties remenber, we said that part of that would
depend on getting a tinely answer to a DR so we
woul d be able to nove things al ong expeditiously.

EXAM NER JONES: Soneone has told you that you
cannot have that?

MR LAKSHVANAN: | have been infornmed by both

M. Flynn and M. Seidel, and we have attenpted to
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work this out over the |last few days and we have
been unsuccessf ul

EXAM NER JONES: W have got one other notion to
strike and we are going to have to lunp this in the
same category. Unless this has been resolved, we
really don't have tinme to argue this at this tine.
So we are going to have to defer this |like the other
nmotion that you made or actually it was that you are
i nvol ved in.

MR, LAKSHVANAN:  Thank you. Because if | had
made it, | will withdrawit.

EXAM NER JONES: | stand corrected. | think
I EC counsel made it and you oppose it. And we are
going to have to get sone kind of procedure in place
to get this addressed, but | think nowis not the
tinme.

But | will make the same statenent. |If
you have cross exam nation on this, on this portion
of the testinony, then you do need to conduct that
at this time. |If you do not and you are
unsuccessful in your notion, then you will have

wai ved your right to cross. But if you do cross on
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it now, you will not be waiving any rights with
respect to your notion.

MR, LAKSHVANAN: | appreciate that, Your Honor.

Q Do you happen to have a copy of the

agreenent, at least as it was provided to nme, in
front of you?

A, Yes, | do.

Q That will make it a little easi er then.
In that particular part of your surrebuttal where
you di scuss this agreenent, you actually quote from
it; is that correct?

A Yes.

Q Coul d you please identify where in the
agreenent that quote cones fronf

A The words within the quotations -- and
when | wote this again | mght not have got the
words in the exact order that | was taking them |
was highlighting them But they read, "energy
supported by capacity and reserves, unquote. In the
contract that | gave you a copy of, on the first
page, beside the word "buyer" is the first large

par agr aph.
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Q I"msorry, the first page of the
agr eenent ?

MR, SEIDEL: Exhibit A to the agreenent.

THE WTNESS: | amcalling it the first page. |
guess it's |l abeled Exhibit A on the top right -hand
cor ner .

MR LAKSHVANAN

Q Thank you very much

A Besi de the word "buyer” and in the second
sentence it says, "Energy supported by capacity and
reserves provided under this transaction.” And
that's the wording | was referring to when | put it
in quotations, when | put it in ny testinony.

Q So what you are actually referring to is
the definition of the buyer in that case, is that
correct, mnmy understanding is what you are --

A No, this doesn't define the buyer. It
defines the buyer but then it further gives
direction that the buyer agrees that this energy
whi ch is supported by capacity and reserves provi ded
under this transaction is expressly used for the

consunption of the I EC and Cl LCO cannot re - market
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t hat energy.

Q Does the contract any other place state
that it's supported by capacity and reserves? |1,
too, had a hard tine finding that anywhere el se.

A I don't know that at this tinme. | don't
know all the wording in that |arge contract. But
when | wote ny testinony, what | can tell you is
that's the paragraph that I was referring to when |
put the quotation marks in there.

Q But as far as you know, it doesn't
ot herwi se requi re energy supported by capacity and
reserves in any other part of the contract?

A | don't know that that wording is in the
rest of the contract.

Q W thout asking that any pricing be
revealed, to the extent t hat we can get at it a
di fferent way, do you have or have you made any
analysis as to whether the pricing that is contained
in this contract, how that pricing would conpare to
IIlinois Power's market val ue index cal cul ation, the
sampl e cal cul ation that was provided by M. Jones

and M. Peters in this docket?
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A The pricing that's listed in this
contract, no, we have made no anal ysis of these
prices at all. W were not involved in the
negoti ati on of these prices. CILCOis really
indifferent in this particular contract of what
those prices ended up bei ng because it was
negoti ated between the | EC and Ameren

Q So you, for instance, don't know whet her
in fact the pricing that is contained in this
contract is higher or |lower than the market val ue
i ndex sanpl e cal cul ation provided by M. Jones and
M. Peters in this docket?

A | do not know that.

Q In your last couple of answers and in your

surrebuttal you discuss or at |least nmention the | EC

Am | correct that that's the Illinois Energy
Consor ti un®?
A That's correct.
Q Are you famliar with the Illinois Energy
Consortiun?
A Vll, what's your definition of famliar?

Q Fam liar enough to talk about themin your
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testi mony?

A Yes.

Q Does Cl LCO have sone sort of business
relationship with the Illinois Energy Consortiunf

A Yes, CILCOis the RES for the Illinois

Energy Consortium

Q Can you describe a little bit about what
the Il linois Energy Consortium does or is seeking to
do and to the extent that you are involved with
t hen®?

A Yeah, because | can't pretend to know
everyt hing about them But fromwhat | understand
is that the I EC represents schools statew de, and
school s pay a nmenbership to belong to the EC.  And
the IEC tries to aggregate their electrical usage
and get the best possible price for the schools that
are nmenbers of the | EC

Q Do you happen to know whether the |IEC
signs up schools so that the I EC becones their
excl usive marketer or arranger or whatever termyou
t hi nk, yeah, signs them up exclusively?

A You know, | don't know that for a fact. |
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can't answer that honestly.

Q Do you happen to know when the |IEC started
si gning up school s approxi matel y?

A I do know that ClLCO began being the RES
for the 1 EC schools in the Conmonweal th Edi son
territory this past winter. | amnot exactly sure
of the date we started delivering energy to them
sometime around the first of the year, but | don't
know t he exact date.

Q In terns of the IEC, though, do you happen
to know when they started signing up schools as
opposed to C LCO?

A No, | don't.
Q Do you happen to know was it in the tinme

frame of |ate 19997

A That the | EC started signing up school s?

Q Yeah.

A I don't know when they started signing up
school s.

Q Wuld it refresh your recollection if |

were to show you a press release of CLCO a CLCO

press release, in fact, off of CILCOs web site?
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May | approach the witness? | amnot offering it at
the nonment but if anyone el se would |ike a copy.

EXAM NER JONES: | will take one.

MR, LAKSHVVANAN:

Q Does that refresh your recollection that
inthe fall of 1999 the |IEC was al ready signing up?

A It doesn't refresh ny recollection because
I have not seen this before.

MR SEIDEL: | also would note that, in the
l[ittle time | have had to read it, it doesn't say
anyt hi ng about when |1 EC started signing up schools.

MR LAKSHVANAN:  You nean | EC?

MR SEIDEL: The IEC

MR LAKSHVANAN:  To your point, M. Seidel, |
believe in the one, twl, three, four, five, sixth
paragraph it says that over 200 school districts of
all parts of the state have joined IEC within the
past -- I'msorry, within the last five weeks.

MR SEIDEL: That still doesn't tell me when
they started. That's what happened within the |ast
five weeks. Who knows what happened during the |ast

m || enni um
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MR.  LAKSHVANAN:

Q Whul d you accept that they had been
signing up schools for at |east Septenber of 19997

A Is that a question? [|'msorry.

MR SEIDEL: | amgoing to have to object at
thi s point because the w tness already indicated
that she has never seen the docunent so it couldn't
possi bly refresh your her recollection. She
previously said she doesn't have a recollection or
know edge of when it started signing up schools, and
as of yet | haven't seen where these foundation
questions are leading. And they don't appear to be
| eadi ng anywhere relevant in this case.

EXAM NER JONES: Response?

MR LAKSHVANAN: | would -- | was just asking if
it does. And if it doesn't refresh her
recol l ection, then that' s fine.

THE WTNESS: It does not refresh a recollection
| didn't have anyway.

MR, LAKSHVVANAN:

Q Do you know if the IEC -- strike the first

part. Do you know if the IEC signed up any school s
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in lllinois Power Conpany's territory prior to
August 1 of 20007?

A If they signed up schools? Wat | do know
is that we were given a list of schools in the
[Ilinois Power territory the beginning of this year
and it woul d have been because we were asked to
profile the load. And at that time C LCO actual ly
attenpted to deliver energy to those schools. But
with the | aborious network application process that
we went through with IP which we were not able to
conpl ete before sumrer, the | EC deci ded not to have
us serve the schools and put that on hold. But ny
assunption woul d be they were signed up or we woul d
not have been novi ng forward to serve them

MR LAKSHVANAN. | woul d nove to strike
everything after what | believe to have been the
first sentence of that response as non-responsive.

EXAM NER JONES: @G ant ed.

MR, LAKSHVVANAN:

Q The document we have been tal ki ng about

before the contract, that was the Master Power

Purchase and Sal e Agreenent that | believe is
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entered into, according to it, on the first day of

August, is that correct, of 2000? |'msorry.
A That's correct.
Q And so if any schools in Illinois Power's

territory had been signed up prior to August 1 of
2000, those schools would have in fact been signing
up wi thout knowi ng what pri ce they would pay if in
fact the agreement to which the power was going to
flow under and its pricing had not been signed; is
that correct?

A That woul d be correct.

Q So custoners are able to nake deci sions
wi t hout having price information; is that correct?

VR ROBERTSON: | don't know what this wtness
has testified in relation to what custoners k now or
don't know. M recollection of her testinony
related to, at least the surrebuttal testinony,
related to a neeting she had with Illinois Power,
and her prior testinony related t o the attenpt to
arrange that service. | may be wong. If | am |
will withdraw nmy objection, but I think the cross is

out si de the scope of her testinony.
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MR SEIDEL: | would join in that objection
because M. Lakshmanan is aski ng questions about
what | EC does with respect to signing up its
custonmers. IECis not a RES. It's never been
established that they are a RES, that they are
arranging for power. CLCOis the one arranging for
power, and that's what her testinmony is. So | think
his question is beyond the scope of her direct
testimony insofar as what IEC criteria or
information it provides to the schools to sign them
up as nenbers and whether it has anything to do with
the prices they don't know about.

EXAM NER JONES: What tine does this w tness
need to be out of here today?

MR SEIDEL: Four o'clock

EXAM NER JONES: Do you want to continue this
argunent for awhile or what do you want to do?

M5. READ: | would note for the record that,
when we agreed to delay our w tnesses, we were
| ooking at about a half an hour and | believe
IIlinois Power's estimate was ten mnutes. | want

to note that for the record. |'ve had anot her
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request to put another CILCO witness on, and |I don't
think we are going to be able to agree to it, given
the long period this has taken.

MR LAKSHVANAN: That was -- if you could answer
that question, that was in fact my |ast question
And, in fact, if you answer that question, | wll
have virtually no questions for the other ClLCO
witness. W can do it here or try to do it again
with M. Minson.

EXAM NER JONES: | certainly don't want to deny
any party their rights to object or to address
what ever issues they think they need to address, but
this is sort of a work-in witness. | think there
were certain assunptions in there regarding putting
this in sort of out of order for scheduling
accomodations, and | guess the parties that are
| ooki ng out for the witnesses' schedule can read the
clock as well as | do. But I think that we need to
be m ndful of the reasons why this witness is on, if
we are really looking to get this witness on and off
by the tine noted.

In any event, | didn't mean to interrupt
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your argunents back and forth there. W have at

| east three parties that are involved in the
argunent on this particular notion. Any response to
that, M. Lakshmanan?

MR LAKSHVANAN: She has stated that she is
famliar with the 1EC. She has stated what their
practices are. She and CILCO -- and, as | said, if
this is an inappropriate w tness and Ms. Miunson is
better, we can do it then. But what | was
attenpting to denonstrate is that some of the
contentions of her company in this docket actually
fly in the face of what they are testifying t o and
what they have done as a business practice.

MR SEIDEL: That was ny objection. \Wat
contention are you tal king about? Any relationship?
MR LAKSHVANAN: | will withdraw the question
and I will reserve it for Ms. Munson. W can do it
then. If it takes nore tine then, we wll --
EXAM NER JONES: Al right, the question is
wi t hdrawn. Does that conclude your cross
exam nation?

MR LAKSHVANAN:  That concl udes ny cross.
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EXAM NER JONES: Do other parties have any cross
exam nation questions for this witness? Al right,
they do not. 1Is there redirect?

MR SEIDEL: If | could just have a nonment. |
don't have any as | sit here, but nmy wtness nay
have thought she wasn't --

EXAM NER JONES: How | ong do you need to check
that out?

MR SEIDEL: Two minutes.

EXAM NER JONES: W will take a five mnute
break for that purpose.

(Wher eupon the hearing was in
a short recess.)

EXAM NER JONES: Back on the record. Do you
have any redirect, M. Seidel?

MR SEIDEL: No, M. Exam ner.

EXAM NER JONES: | have a coupl e of questions
for the w tness.

EXAM NATI ON
BY EXAM NER JONES:
Q Ms. Lancaster, you referred to a contract

in response to sone questions by M. Lakshmanan as
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well as in your own surrebuttal, page 4. Do you
have that in front of you, that contract?

A Yes, sir.

Q What is the actual title of that contract
on the front page?

A It's the "Amreren Energy, Inc., on Behalf
of Union El ectric Conpany, Aneren Energy Marketing
Conpany, and Aneren Energy Generating Conpany -
Mast er Power Purchase and Sal e Agreenent.”

Q Thank you. |Is there a date on that?

A.  August 1 of 2000.

Q And then the quote that you were asked
about, quote, energy supported by capacity and
reserves, end quote, where did that appear?

A That is on the first page of Exhibit At
that agreenent and the title of that is "Master
Power Purchase and Sal es Agreenent Confirmation
Letter." It is also dated August 1 of 2000.

Q Ms. Lancaster, in your direct testinony
and your surrebuttal you discuss adjustments for
pl anni ng reserves and f or capacity-backed energy;

that correct?

06

(0]

is
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A That's correct.

Q Are those separate adjustnments you are
pr oposi ng?

A Yes, they are.

Q And what's the difference?

A The difference between capacity -backed and
the difference between reserves, is t hat what you
are asking ne, the difference between those two
adj ust ment s?

Q Sure.

A Capacity-backed energy is energy that is
associated directly to a generating unit. Energy
only is the energy produced off that unit or the
energy used by equi pnent and that's measured in watt
hours. The capacity is the load-carrying capability
of that unit or transm ssion |line or any other
el ectrical equipnment, and that's mnmeasured in watts,
generally in megawatts or kilowatts. The typica
tradi ng day that my conpany experiences trades
energy-only product. W are not buying a piece of a
generator. And the product we are buying is not

nam ng a generator associated with it. |If a conpany
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suppl i es capacity-backed energy, then they are going
to designate a certain portion of a generator as the
capacity to back that energy up and they are going
to charge a premumfor that. At ny conpany we see
this happen a lot with utilities that are short in
the sumer for their native load. It hel ps them not
to have to build new generation but yet t hey are
assured of buying a piece, so to speak, or having
the first call on a certain amount of that
generator. And that is the additional costs I am
tal ki ng about to capacity-backed energy.
The additional cost that | amreferring

to when | talk about reserves is a 15 percent
i ncrease over and above what you woul d have
originally had to have purchased f or the peak | oad,
and those reserves are to be capacity-backed. They
are to be firm So it's a 15 percent increase to
the RES or whatever party is buying that type of
product, and t hat needs 15 percent on top of it.

Q Now, on page 2 of your surrebuttal -- if
it could have been rebuttal, we wouldn't have had a

motion -- you refer to the term "desi gnated
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resource” on lines 21 and lines 30, at least in the
version that | have in front of me. Do you see
those two references?

A Uh- huh.

Q How do designated resources relate to the
situations you just described to us in the previous
answer regardi ng capacity-backed, the need for
capaci ty-backed adjustnents and reserve adjustnents,
if at all?

A A designated resource is what is required
in the Areren and IP territories to serve a
non-interruptible retail custoner. And the
definition of a designated resource is that it nust
be a resource that is capacity-backed, firm energy,
and is carrying reserves. And that definition is
out of the glossary of terns under firmenergy. And
that is what's required in the process with Amreren
and P to obtain network integrated transm ssion
service to deliver to the retail custoners

EXAMI NER JONES: Thank you. Any foll ow-up
direct or any follow-up cross by anybody? Al

right, there is not. Thank you, Ms. Lancaster
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THE WTNESS: Thank you for letting nme nove up
in the schedul e.

MR SEIDEL: Yes, thank you.

MR FEELEY: M. Examner, | talked to the
other parties. |If we nove up one other w tness, M.
Eacret before -- | think M. Robertson was going to
go next but ConEd is relatively short cross.

EXAM NER JONES: Of the record on that
guesti on.

(Wher eupon there was then had an
of f -the-record di scussion.)

EXAM NER JONES: Back on the record. [It's ny
understanding there is another wi tness who is going
to sort of testify out of order with some strings
attached, and that is M. He Eacret, is that right?
M. Eacret is to go next?

MR FLYNN: Yes, |I'msorry. | was rehearsing ny
direct so we could go faster.

EXAM NER JONES: And he is testifying at this
time, | guess, by agreenment of the parties but
subject to sone conditions that may mean he will not

finish at this tine.
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(Wher eupon the Wtness was
duly sworn by Exami ner Jones.)
(Wher eupon Aneren Exhibits
2.0, 4.0 and 6.0 were narked
for purposes of identification
as of this date.)
MARK EACRET
called as a Wtness on behalf of Ameren Energy
Conpany, having been first duly sworn, was exam ned
and testified as foll ows:

DI RECT EXAM NATI ON

BY MR FLYNN:
Q Whul d you pl ease state your nanme and
spell it for the record.
A Mark Eacret, E-A-CRE-T.
Q M. Eacret, did you prepare direct

testinmony in this proceeding consisting of 12 pages
of questions and answers and bearing the caption or
whi ch has been marked as Aneren Exhibit 2.07?

A Yes.

Q M. Eacret, did you also prepare rebutta

testi mony whi ch has been narked as Ameren Exhi bit
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4.07?

A Yes.

Q And you have sone corrections to that
testinmony; is that correct?

A Yes.

Q And | will just help you with these to
nmove this al ong.

On page 1 of Exhibit 4 in line 13 should
the word "Chrisp" be "Christ."

A Yes.

Q Page 2, line 31, should the reference
Exhibit 1 be to Schedule 1?

A Yes.

Q And page 3, line 59, should the -- I'm
sorry, page 4, line 82, should the reference Exhibit
2 be to Schedul e 2?

A Yes.

Q In addition, in response to some comrents
fromthe Staff have you prepared a Revised Schedul e
2 which corrects certain cal cul ations?

A Yes.

Q Coul d you very briefly di scuss what
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changes you have nade?

A I nthe calculation of an average there is
an i nappropriate use of an Excel function that
i ncl uded bl ank space as zeroes when they shoul d have
been excl uded.

Q Have you al so prepared surrebutta

testi mony whi ch has been previously marked as Ameren

Exhi bit 6.07?
A Yes.
Q Whi ch contains a confidential schedul e

attached thereto?

A Yes.

Q Are all of the exhibits and schedul es that
we have just identified, are they all true and
correct to the best of your know edge?

A Yes.

Q They were all prepared by you or under
your direction and supervi sion?

A Yes.

MR FLYNN. M. Examiner, | would nove for the
adm ssion into evidence of Ameren Exhibits 2.0, 4.0

and 6. 0.
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EXAM NER JONES: Point of clarification, there
are schedul es attached to which of these exhibits?

THE WTNESS: Exhibit 4.0 has three schedul es,
Schedules 1, 2 and 3. And then there is also a --
I"msorry, Exhibit 4.0 is the rebuttal testinony.
And Exhibit 6.0 is the surrebuttal testinmny and has
one schedul e attached.

EXAM NER JONES: Now, that schedule is
confidential, you say?

MR FLYNN: Yes, it is. It's been provided to
the reporter in an envel ope.

EXAM NER JONES: Just the schedul e?

MR FLYNN: Yes. | can do it however you woul d
like.

EXAM NER JONES: It will kind of float free if
we don't attach it to sonething or give it its own
nunber. So maybe we ought to attach it to the back
of maybe a 6.0P or something, and that way there is
context to it.

MR FLYNN:. | will do that and provide the
reporter with a copy. And the corrections that

M. Eacret has identified are reflected on the
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copies provided to the reporter.

EXAM NER JONES: So Aneren is given leave to
provide a 6.0P which will be identical to 6.0 except
that the confidential schedule will be attached to
6.0P. It will not be attached to 6.0 which is a
public exhibit.

MR FLYNN:. We will conmmit to do that before we
finish today, which isn't a great sacri fice.
(Wher eupon Ameren Exhi bit
2.0, 4.0 and 6.0 were adnmtted
i nto evidence.)
MR FLYNN. M. Eacret is available for cross
exam nati on.

EXAM NER JONES: | believe a couple of parties
at | east have sonme questions of the witness. Wo
would like to --

MR FEELEY: | will go first.
CROSS EXAM NATI ON
BY MR FEELEY:

Q CGood afternoon, M. Eacret. M nane is

John Feeley and | represent the Staff. Al ny

questions have to deal with your Schedule 2 to your
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rebuttal testinony.

A Ckay.

Q On your Schedule 2 you present three
different scenarios, correct? Three scenarios are
addressed on your Schedul e 2?

A Yes.

Q And the top half of each of the different
scenarios is a replication of work done by
M. Christ, correct?

A Yes.

Q And the bottom hal f shows your own
recal cul ati ons assum ng two changes in the way
M. Christ calculated his percent here?

A Are we | ooking at the corrected version
that was admitted or the original version? You are
| ooking at the corrected version.

Q Corrected version still has three
scenarios, correct?

A Yes.

Q And just the bottom half shows your
recal cul ati ons assum ng two changes that you nade in

how M. Christ calculated his percent errors?
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A Yes.

Q Is the first change that you nmade to the
met hod of calculating, was that to the additive
basi s adj ust ment ?

A Al of the first correction was to
reinstate the significance test on the additive
nmet hod.

Q And so your first change was to do a
significance test, right?

A Wll, | don't know -- yeah, the first
change was to -- in ny original testinony I
di scussed using a test for significance when
cal cul ating basis adjustnments. M. Christ had
cal cul ated sone basis adjustnments omtting this test
for statistical significance. W took M. Christ's
work and reinstated the test for statistical
si gni ficance.

Q And with regards to a significance test,
if the difference is not statistically different,
you set the nonthly difference to zero?

A That's correct.

Q And on your schedul e you note that by
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sayi ng significance adjustnments nmade for additive
basi s met hod?

A Yes.

Q Did you test the multiplicative basis
adjustmment for statistical significance?

A No, we did not.

Q So just to restate, M. Christ's average

percent errors did not include significance
adj ustments, correct?

A Correct.

Q Anot her change that you nade was you
cal cul ated the average of the absolute values of the
nmont hly percent errors instead of just an average of
the nonthly percent errors?

A That's correct.

Q And this second change or these absol ute
val ues that you cal culated, that applied to the
mul tiplicative basis adjustnent; is that correct?

A Yes, it did.

Q For your average absolute percent errors
calcul ated for additive basis adjustnment, again you

i ncl ude that significance adjustnent in that
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cal cul ati on?

A No. We tested for significance in order
to calculate the basis. Then once the -- it's two
separate things we are tal king about here, | think.

We cal cul ated the basis using the test for
statistical significance. |If we determ ned that the
basis was statistically insignificant, we inserted
inazero. Thenin M. Christ's analysis he was
trying to determ ne which was the best method of

cal cul ating basis adjustnments, the nultiplicative or
the additive method. In order to determ ne which
was the best nethod, we | ooked at the absolute error
bet ween t he cal cul ated nunber for a given nonth or
the cal cul ated price and what our fornula, be it
additive or multiplicative, returned.

Q But when you did the absol ute percent
errors calculation, prior to that stuff you had done
a significance test, correct?

A Yeah, in calculating the basis
adj ust ment's, yes.

Q So woul d you agree that the average

percent errors cal culated by you for the additive
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basi s adj ustnent, that conbines the effect of a
signi ficance adjustnent and the cal cul ati on of
aver age absol ute percent errors?

A I|"msorry, could you say that again?

Q Ckay. Your average percent errors
conbi nes doing a significance test and an absol ute,
an aver age absol ute percent errors cal cul ati on?

A It conbines the test for statistica
significance in the basis, in the calculation of the
basi s adjustnments. Then the basis adjustnents were
used to calculate a price for that nmonth. That
price was conpared to the actual price for that
nonth and the absolute value of the difference for
each nonth was then averaged.

Q Now, with regards to the additive basis
adjustment, do you agree that you did not
denonstrate that the significance adjustnents,

i ndependent of your absolute errors calculation, did
or did not inmprove the estimate for forward prices?

A What we found, if | understand the
guestion, what we found was that, prior to making

those two adjustnents we tal ked about, the test for
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statistical significance and the way that the
absolute -- the way that the percent errors were
averaged, the nultiplicative nethod ended up show ng
in nmost cases being best as it was defined in
M. Christ's testinony, being the best calculation
of locational basis or basis adjustnent. Wen we
made those two corrections, we found that the
additive basis becane slightly better
Q And you reached your conclusion that it
was slightly better by doing both the significance
test and the absolute errors?
A We conbi ned both in one cal cul ati on, yes.
MR, FEELEY: That's all | have, thank you
CROSS EXAM NATI ON
BY MR FEIN
Q Hello, M. Eacret. David Fein on behalf
of NewEnergy. |If you could turn to page 5 of your
rebuttal testinmony, please?
A. Gay. This is the one that starts "Uni com
Energy w t ness"?
Q Yes, sir. Do you disagree that the Into

ConEd market is the nost liquid in Illinois?
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A. No, | do not.

Q I f experience over the next year
denonstrates that the Into ConEd hub is a vi able
mechani sm for determ ni ng market val ue throughout
IIlinois, would Areren agree to anmend its tariff and
nmet hodol ogy accordingly?

A W& woul d al ways be open to any change in
met hodol ogy which would result in a nore usable
answer .

Q | believe you state in your rebutta
testimony on page 7 that the conpany agrees in
principle with the concept of including an
adjustment in market value due to |oad uncertainty;
is that correct?

A Yes.

Q Now, did you or anyone on behal f of the
conpany ask M. Kagan for the basis for his proposa
to recogni ze a reduction in the value of the option
under the so-called Bl acks Mdel ?

A No.

Q Are you aware of any other nodel s to

reflect adjustnents in market val ue due to | oad
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uncertainty?

A There are, |I'msure, several consult ants
out there that have cal culated such. | just this
past week read one witten by Dragona Pil opovic from
Sava Enterprises.

Q And | am not going to ask you how to spel
that. Are you famliar with a so-called nethod, the
Monte Carl o Met hod?

A | am aware of what a Monte Carlo
simulation is. | have never seen one applied to
cal cul ating an adder for optionality.

Q So woul d you be able to describe what you
understand that method to be?

A Monte Carlo sinulation is where you
take -- you have a nodel with several variables in
it. And rather than fixing the values for those
vari ables, they are given a distribution that can --
the distribution can take on any of several forns,
and then you run many, many iterations of that node
allowing that variable to nove within that
di stribution.

MR FEIN Nothing further. | would note for
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the record that was under two m nutes.

MR FLYNN:

I would note that everyone is

really scared of Sarah. Nobody ran over

IVB.

READ:

MR FLYNN:

| take that as a conplinent.

No redirect.

EXAM NER JONES: Does anyone el se have cross of

this wtness?

They do not. | have a couple of

qui ck questions for you, sir.

THE WTNESS: Sure.

EXAM NATI ON

BY EXAM NER JONES:

Q Coul d you refer to page 3 of your
rebuttal, please?

A Yes.

Q You discuss two revisions on line 64
through -- or, I'"'msorry, 60 through 64, is that
correct, if we are |ooking at the same |ines?

A Yes, yes.

Q And you were asked sonme questions about
that today, as a matter of fact; is that also true?

Yes.
Q Now, regarding the cal cul ation for
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statistical significance, what was the purpose of
maki ng that cal cul ation?

A Qur concern was that, when conparing Into
Cinergy prices with Into Southern MAIN prices, there
were gaps in the Southern MAIN data. A Sout hern
MAIN price was reported for each day. You al so have
the possibility that huge price spikes as we saw in
the sumer of '97, '98 and '99 could produce daily
basis differentials that were extrenely |arge
relative to the other 20 or so days in the nonth.

And so the concern was how do we judge
when one of these price spikes has becone so | arge
that it distorts our answer or how do we judge when
we have had enough holes in the data that it hasn't
distorted our answer. And we wanted sonet hi ng
objective so that every tine we |ooked at it, we
woul dn't have to do it on an ad hoc basis. So we
settled on using the test for statistical
significance as an objective way of doing that.

Q Now, did the second revision involve
aver agi ng the absol ute val ue of nonthly percent

error estimates?
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Yes.
Q VWhat was the purpose of that adjustnent?
A Qur concern was that this was a subjective

exercise to try to determ ne what we thought was the
best nethod of cal cul ati ng basis adj ust nent, best
being in quotation marks everywhere we used it, |
t hi nk.
The way that it was done originally, and

I think I mentioned this in ny testinmony, you could
have al nost a sign wave type of spread of prices
where one day it's an extrenely positive nunber, the
next day it's an extrenely negative nunber. But
over the course of, say, a nmonth you could end up
with an average difference of zero. Wereas if you
had a nunber that was maybe one percent off each
day, that would look i nferior or not best when
conpared to the sign wave approach. And we didn't
think that that gave us a satisfactory answer.

Q Lastly, on page 4 of your rebuttal you
state in part, line 88 through 90, "However, if
other parties were nore confortable with the

mul tiplicative nethod, Aneren would be willing to
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adopt such a nethod in the interest of consistency.”
Now, did you make sone adjustnments to the
mul tiplicative nmethod that Staff offered?

A The only thing we did was to change the
averaging from -- averaging the actual value to
averagi ng the absolute value so it was consi stent
with the way the additive method was done.

Q So when you state t hat Ameren woul d be
willing to adopt such a nethod, which nmethod are you
referring to?

A The differences between the two net hods
are minor for the nost part. And so we would be
willing to adopt either the bulk of what the other
parties were confortable with. |If that's
mul tiplicative, then we would be willing to adopt
t hat .

EXAM NER JONES: That's the only questions |
had. Any follow-up? Anybody el se?

MR FEELEY: No.

MR FLYNN:  No.

EXAM NER JONES: Al right. There is nothing.

Thank you, sir. Of the record.
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(Wher eupon there was then had
an off -the-record discussion.)
(Wher eupon Aneren Exhibit 6.0P
was mar ked for purposes of
identification as of this date
and admtted into evidence.)
EXAM NER JONES: Let's go ahead and resune.
M. Crunrine and M. Nichols are back on the stand
and | believe we are ready for the cross exam nation
by M. Robertson.
MR ROBERTSON: Thank you.
PAUL CRUMRI NE
DAVI D NI CHOL S
recal l ed as witnesses on behal f of Commonweal th
Edi son Conpany, havi ng been previously duly sworn,
were exam ned and testified as foll ows:
CROSS EXAM NATI ON
BY MR ROBERTSON:
Q Still afternoon. Good afternoon,
M. Crunrine and M. Nichols.
A (M. Crunrine) Cood afternoon.

A (M. N chols) Good afternoon.
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Q It's nmy understandi ng that Commonweal t h
Edi son was unable to provide the screen prints used
for the 20 snapshots for Period A and B because the
materi al was considered comrercially sensitive and
ConEd was not authorized to distribute that
material; is that correct?

A (M. Nchols) 1 think that's a reasonabl e
representation.

Q Is the sane -- and it's ny understandi ng
the same is true with regard to the provision of the
dai ly market values for each of the contract nonths
during the 20 snapshot observations for Period A and

B; is that correct?

A (M. Nchols) 1 didn't quite understand
that. 1'mnot sure.

Q Vell, let me tell you what | amtrying to
do and maybe this will nove a little along. | want

to establish the fact that Commonweal t h Edi son was
not able to provide some of this information that is
uni que to Altrade/ Bl oonberg because it was
conmmercially sensitive to Altrade and Bl oonberg.

M5. READ: Do you want to go off the record for
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a mnute?

MR ROBERTSON: | amjust going to ask them
whet her they were able to provide it. Sure, go off
the record.

M5. READ: Could we go off the record a m nute?

EXAM NER JONES: Of the record.

(Wher eupon there was then had

an off -the-record di scussion.)
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EXAM NER JONES: Back on the record. There was

an off-the-record discussion regarding this
particular line of questioning. 1 think we are
ready to resune.

MR, ROBERTSON:

Q Do you have a copy of the data request,
ITEC s first data request, April 17, 2000? | can
show you one if | may approach. Let ne give the
witness all of these that | amgoing to refer to,
save me wal ki ng back and forth.

M5. READ: G ve ne the nunbers.

VR ROBERTSON:  One, two and four.
M5. READ: O the first?
MR

ROBERTSON: O the first.
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MS. READ: The ones dated April 107?

MR ROBERTSON:  April 10 and April 17.

Q AmI| correct that ConkEd was unable to
provide the daily market values for each of the
contract nmonths during the 20 snapshot observations
for Period A because it was commercially sensitive
and ConkEd was not able to provide it?

A (M. N chols) | think it's correct that
we were not able to copy it and distribute it, as
our data response says.

Q And the data response -- in fact, if you
ook at all three data responses, sone of them say
that the material will be nade available to the
Staff for audit; is that correct?

A (M. N chols) The data response says
that, yeah.

Q And none of themsay that the data will be
made avail able to custonmers or to I1ECin
particular; is that correct?

A (M. N chols) The data response that is
stated here does not say that.

Q Thank you. Now, is it true that ConEd
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indicated that it was unable to provide the size of
each of the actual transactions observed for Period
A to Il EC because it was comercially sensitive and
it was not available for -- ConkEd was not able to
provi de the information?

A (M. N chols) Dat a Request Nunber 4
basically asked that and it does say that we were
not able to -- again, unauthorized to distribute it.
It also said that it is subject to audit by the
IIlinois Conmerce Conm ssion.

MR, ROBERTSON: | would like to put in I1EC
Cross Exhibit Number 1 which is the Conpany's
response to I1EC s first data request dated April
17, 2000, Item Nunber 6. And | can read the
question, right? That's not confidential?

MS. READ: The question is not confidential.
Doesn't it say that? D d you mark it as
proprietary?

MR ROBERTSON: | think I will make it
proprietary, 1P.

(Whereupon |1 EC Cross Exhibit

1P was marked for purposes of
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identification as of this
date.)

MR LAKSHVANAN:  May | just nake it clear for
the record how proprietary that is so we will know
if we are allowed to see it or not.

M5. READ:  Anyone who signed the
confidentiality agreenent.
MR, ROBERTSON:

Q And the question for the record was,

"Pl ease provide the nunber of m ssing observations,
(i.e. either actual transactions or paired bid and
ask prices.)" And that is marked as confidentia
and proprietary, subject to a confidentiality
agr eenent .

Now, M. Nichols, am| correct that you
di scussed the hierarchy for use of Altrade and
Bl oonberg data in the ConEd net hodol ogy in your
direct testinony, pages 5 and 67

A (M. N chols) I would say | would have
to go back. Yes.

Q And by your direct testinony |I nean

Exhi bit Nunber 6, by the way, for the record, ConEd
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Exhi bit Nunmber 6. Now, it' s ny understandi ng that
there was a logic to the establishnent of that
hi erarchy; is that correct?

A (M. N chols) I think hierarchy by its
nature has an inplied logic to it.

Q And inplicit within the logic for the
hi erarchy was the assunption or belief that actua
transactions were better for use or for the purpose
of establishing market value than bid and offers; is
that correct?

A (M. N chols) The hi erarchy states that
there is a preference for the actual transactions.
I think that was in reference as nmuch to discussions
in the workshops prior to that in ternms of people's
preferences than to any actual determ nation that
they were better than bids and offers.

Q And ConEd agreed with that; i s that
correct?

A (M. N chols) ConEd filed our testinony
stating that we could set up a hierarchy that would
gi ve preference to transacti ons.

Q M. Crunrine, do you agree or disagree
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that it is difficult to argue the preference for
actual transaction data in general in the cont ext of
a mar ket index methodol ogy?

M5. READ: Can | ask that that question be read
back, pl ease.

(Wher eupon the requested
portion was then read back by
the Reporter.)

M5. READ: | would state that our rules agreed
earlier in this proceeding for addressing questions
to the panel was, where the panel had given
testinmony, the questions would be addressed to the
panel generally, either one could respond. | do
realize ny w tnesses have individual original
direct. |If this relates to his individual original
direct --

VR ROBERTSON: No, it does not.

M5. READ: | did not think so.

MR ROBERTSON

Q Ei ther one or both, do you both agree
with that statenent?

A (M. Cunrine) | think it depends
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entirely upon the type of transaction data that you
are tal ki ng about .

Q Do you agree that at page 9, lines 75
t hrough 76, of ConmEd Exhibit 8, your joint testinony
in this proceeding, you both testify, "A though it
is difficult to argue the preference for actua
transaction data in general, it is unwise to discard
ot her valid neasurenents of narket value in the
manner proposed by Illinois Power"?

A (M. Cumine) I'msorry, sir. You noved
alittle too quickly. The page nunber again?

Q As long as the reporter got the question
I will tell you where the citation was. The
citation is at page 9, line 75 through 76
Conmonweal t h Edi son Exhibit 8, your joint direct
testinmony in the consolidated proceeding.

A (M. Crunrine) In that context, in that
paragraph within the context of the Q and A that
surrounds it, yes, | agree with that statenment. W
certainly made that statenent.

Q Isit difficult to argue the preference

for actual transm ssion data in relation to the
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Amrer en et hodol ogy?

A. (M. N chols) I think, insomuch as the
Amrer en met hodol ogy and the ConkEd net hodol ogy are
very, very close, the answer would be virtually the
sane.

Q VWhich is, yes, it is easy to argue or,
yes, it is difficult to argue?

A (M. N chols) Actually, it's very easy
to argue because we have proven that it is very easy
to argue but it is very difficult to, I think, wn
t he argument.

Q Do you agree -- Illinois Power's
met hodol ogy uses the Altrade/ Bl oonberg; does it not?

A (M. N chols) | believe so. | read --

M5. READ:  Your Honor, if there are too many
nore questions on this line, ny clients are not
offered as witnesses on the Areren and Illinois
Power net hodol ogi es generally.

MR ROBERTSON:  Well, wait a minute. That's
t he whol e purpose of the testinmony here. Their
testinmony is presented to ConEd in the consolidated

docket on the proposals made by Areren and Illinois
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Power. Now, if that's not correct, then their
testimony shouldn't be in here.

M5. READ: Were you asking themabout -- first
of all, | object to that characterization. Their
testinmony is to support the Conkd net hodol ogy. And
where they have a specific criticismor issue on the
II'linois Power or Ameren nethodol ogy, they address
that. To generally be asked as to the purpose of
the Ameren or | P methodol ogy, | think, is beyond the
scope. |If you wanted to tighten your question to
something on this page, that's fine.

MR, ROBERTSON: No, | don't want to tighten ny
qguestion. The purpose of the testinony at lines 6
through 10 in the first question and answer on p age
2 anong other things is to explain why the market
i ndex met hodol ogi es proposed by Aneren Conpani es and
II'linois Power are each superior to the NFF
met hodol ogy that they seek to replace and "we wil
conment on specific aspects of those nethodol ogies."
Now, if the w tnesses don't understand them or
didn't read them then this testimony shouldn't be

in here.
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M5. READ: Wth that cite back to their
testimony, | will withdraw ny objection, if that's
what your question relates to.

MR, ROBERTSON: My question always related to
their testimony. | gave themthe cite. Neverm nd

Q Do you agree that it is difficult to
argue the prefer ence for actual transaction data in
general in any of the nethodol ogi es that have been

presented in this case?

A (M. N chols) I think it --

Q CGo ahead, |'msorry.

A I think it goes back to al nost ny ot her
conment that -- your reason that we found it hard

to, difficult to agree or disagree that the
transacti ons woul d have preference is because the
ot her people's positions on it, you know, versus our
own.

Q Maybe | am mi scharacterizing your
testinmony here at line 75 through 81, but what you
are real ly talking about here is IP's use of -- the
potential for the use of a single transaction, isn't

that correct, as opposed to nultiple transactions or
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bid and offers; isn't that correct?

A (M. N chols) Yes.

Q Al right. And, therefore, in that
context when you say it's difficult to argue the
preference for actual transaction data in general
you are tal king about in a nuch broader scope than
in just the context of the |IP nethodol ogy; are you
not ?

A (Mr. Nichols) I think we are al so
| ooking in the scope of ours where we have the

hi erarchy that sets a preference.

Q I don't think you quite answered ny
gquestion. |1 wasn't aski ng you about your
met hodol ogy in particular. | was asking you about

how t o understand the statenment you have nade here
and | have asked you whether or not ny
characterization is correct. You are speaking, in
t he context of your testinony here, you and

M. Crunrine are speaking of the use of
transactional information in general as opposed to
ot herw se?

M5. READ: Your Honor, I'mgoing to object to
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this. Counsel has taken an introductory clause,
i gnored the remai nder of the sentence, and is trying
to argue with the witness over what it means. And
the wi tness just explained what the reference in
general neant. He said it referred back to the
di scussion previously in the answer in testinony on
t he ConEd nethodology. And I think that's
unnecessarily argunentative

MR, ROBERTSON: | amreally not trying to be
argunentative. But first | was told that they
didn't address the issue, but they did. And now
am aski ng them about the meani ng of specific
| anguage in a paragraph in their testinony, and I
really didn't ask about the Conmonweal t h Edi son
nmet hodol ogy. | would like to knowif ny
understanding is correct.

Q In the context of this paragraph
when you use the phrase "difficult to argue the
preference for actual transaction data in general,"”
you nmeant that in the context of a universa
statement; did you not?

M5. READ: | would like the question and answer



10

11

12

13

14

15

16

17

18

19

20

21

22

1142

to be read back. | think you will see it was asked
and answer ed.
(Whereupon the requested
portion was then read back by
the Reporter.)
MR, ROBERTSON: Ckay, | will withdraw the
guestion; ask a different question.

Q So it's correct then that you are
using this phrase in a much broader context than
just the I P methodol ogy; is that correct?

A (M. Nchols) | think inthis part of the
testi mony we were addressing the | P nethodol ogy.

A (M. Cunrine) And the broader context
was with relationship to its relationship to the
ConEd hierarchy that it proposed.

Q And you go on here to say, and | think I
quoted this part of the sentence to you, "It is
unwi se to disregard other valid nmeasurenents of
mar ket val ue,"” right?

A (M. Cunrine) In the manner proposed by
I[Ilinois Power. So it's just Illinois Power's

proposal in the context of our proposal
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Q So what you said is, while you find it
generally difficult to argue with the use of
transacti onal data, one should not ignore the
availability of other measures of the narket val ue;
is that correct?

A (M. Cumine) Oher valid nmeasurenents,
yes.

Q Now, in the establishnment of your |ogic or
your hierarchy which has the inplicit logic init,
was there a reason -- it's ny understanding that you
pi cked an afternoon snapshot over a norning

snhapshot; is that correct?

A (M. N chols) That's correct.
Q What was the -- | hate to use the word
logic twice -- but what was the reason for that?

WAs there sone reason why that was preferable?

A (M. N chols) | think stepping back we
had -- the top reference was the wei ghted average
that was supplied which would be kind of a
conbi nati on of everything during the course of the
day. And then in choosing afternoon over norning,

mean, we had five other options and sonething had to
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go up next. And the only logic to the afternoon was
it may be nore representative. But there was no
cl ear cut demarcation between the two.

Q Now, were there any other elenents of the
hi erarchy that were based on the preference for one
el ement of it over another? In other words,
anything else simlar to the norning over the
afternoon or the afternoon over the norning?

A (M. N chols) | don't know. Like I say,
the hierarchy had the wei ghted averages being the
hi ghest part, so that has preference over either
af t ernoon or norning.

Q Wei ght ed average of what ?

A Many times you will have a snapshot and
they will have the weighted average transactions for
t he day.

Q So all -- is it safe to say that all the
el ements of the hierarchy were based at least in
part on the assunption that, | think as you said in
relation to the norning and the afternoon, that
there was a general belief that the afternoon

snapshots m ght provide better information?
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A (M. N chols) It would have provided the
nost recent because it was |ater.

Q And that played part of the -- that was
part of the thinking in devel oping the hierarchy; is
that correct?

A (M. N chols) That woul d be a portion of

Q And that would be true in relation to the
use of actual transactions versus bid and offers;
isn't that correct?

A (M. Nchols) | wasn't in the
rel ati onship here.

Q Vll, in the hierarchy it's ny
under standi ng that the actual transactions are
hi gher in the hierarchy?

A (M. N chols) Yes.

Q Than bid and offers?

A (M. N chols) vyes, they are.

Q And | assume that was at |east in part
because it was believed that the actual transactions
gave a better piece of information?

A (M. N chols) I would characterize it
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that there was a ot of interest, people's
positions, that they wanted to use transactions.
And so we provided transactions as having a
preference in the hierarchy.

Q Now, when you say people, are you talking
about people wthin Cormonweal t h Edi son?

A (M. N chols) I amreally referring to
wor kshops that were conduct ed.

Q Now, isn't it true that in the context of
t hose wor kshops Commonweal th Edi son actually came in

with a proposal that it presented to the parties?

A (M. Crumrine) Proposal for what?

Q Mar ket val ue i ndex?

A (M. N chols) I think we had a straw man
pr oposal .

Q And that had a hierarchy?

A (M. N chols) I don't believe it had a
hi erarchy at that tinme.

Q Ckay. Let's go onto sonmething else. 1Is
it correct that the Altrade began its electronic
trading systemlnto ConEd in md-Cctober of 19997

A (M. N chols) | thought it was Novenber
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but it's --

Q W1l you accept subject to check that in
your response to Data Request Number 9, Commonweal t h
Edi son's response to Data Request Nunber 9, dated
April 17 to IEC that it was indicated md-Cctober?

A (M. N chols) Subj ect to check, that's
fine.

Q Al right. And just would you al so accept
subject to check that in that same data response it
was i ndicated that Bl oonberg began Into ConEd in
early February of 20007

M5. READ: FEric, do you want to give nme the
cite again?

MR, ROBERTSON: IIEC s first data request,
April 17, ltem Nunber 9.

MS. READ: Ckay.

MR, ROBERTSON:

Q Is that right? Do you agree with that,
M. N chol s?

A (M. N chols) I really don't recall the
data request but it doesn't --

M5. READ: | can show hima copy. |' mcloser.
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MR ROBERTSON: Al right.

MR NCHOLS: A It does say that it started
the end of February of 2000.

MR, ROBERTSON:

Q Is it correct that as of April 17, 2000
Conmmonweal t h Edi son was unable to provide I1EC with
t he nunber of megawatts, the nunber of megawatt
hours, Into Commonweal th Edi son by Al trade and
Bl oonber g because the information was comercially
sensitive to Altrade and Bl oonberg, and Conkd was
prohi bited from doing so?

A (M. N chols) Is that one of the data
requests here?

Q It's Nunmber 107

A (M. Cumrine) W don't have 10.

A (M. N chols) We don't have 10.

Q Is that correct?

M5. READ: Could we have the question read
back, please?
MR, ROBERTSON:
Q | have got another question about the sane

paragraph if you want.
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A (M. Cunrine) The first sentence is in
reference to another data request. Yes, in that
answer in effect we say that we were prohibited
because it was confidential, comrercially sensitive,
and we are not authorized to distribute it.

Q And in addition in that particular one, in
addition to stating that Conkd said it, it didn't
really have the ability to do that anyway; isn't
that correct?

A (M. N chols) ConEd stated that we did
not have snapshots during sonme of that tine period,
yeah.

Q VWhat time period did it ask for?

A (M. N chols) Since the inception of the
i nternet ConEd hub.

Q By the way, would you agree with ne that
the Illinois Industrial Energy Consumers who are in
this case are the only custoner group who have
i ntervened and participated in this case, if you
know? O do you know of any others besides us?

A (M. Cumine) Do you really want to tal k

about custoners versus retail custoners?
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Q No. How about the only retail custoner
group?

A (M. Crumrine) End-use custoners,
absol utely, | agree.

Q No, | don't want to get into that. Now,

is it correct that only those entities who have paid
the Al trade/ Bl oonberg fees or joined the

Al trade/ Bl oonberg nmarkets as partici pants can

i ndependently verify the observations contained in
the 20 snapshot days?

A (M. N chols) I do not really know what
the restrictions are. You would have to be
permtted by Alt rade and Bl oomberg. But other than
that, | don't know the details of what would be
required.

Q In the context of the ConkEd nethodol ogy
you used information fromPJM is that correct?

A (M. N chols) We gathered PIMfromtheir
web site, yes.

Q That was ny question. That information is
publicly available, isn't it?

A (M. Nichols) Yes, it is.
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Q So | could get it right now and it
woul dn't cost me anything, correct?

A. (M. Cunrine) Just the use of the
i nternet server.

Q So to answer ny question just to make the
record clear, M. Crunrine, the answer is yes as
long as | used an internet server?

A (M. Crunrine) Yes.

Q And did you gentlenen play a part in the
decision to use the Al trade/Bl oonberg el ectronic

trading systens for use in devel oping the mark et

val ue?

A (M. N chols) I would say | played a
part.

Q M. Crunrine?

A (M. Cunrine) | was brought in nore at

the point of rate design.

Q Ckay. Then, M. N chols, what part did
you play in the decision to do that? Wre you a
participant in the review of the alternatives, other
than Al trade and Bl oonber g?

A (M. N chols) It was basically a team
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| ooking at how to set up a possible system and we
woul d 1 ook at the options avail able and, you know,
t hat was reconmended, and basically chosen to go
with those systens as being the nost viable.

Q Al right. In the context of |ooking at
those systens did the team give consideration to
whet her end-use retail custoners woul d have access
to the data?

A (M. N chols) At that tine it was not a
criteria t hat was used.

Q Based on your know edge of the
Al trade/ Bl oonberg system is it correct or am!l
correct in understanding that historical data for

bid and offers is not available from Al trade?

A (M. N chols) That is ny understandi ng.
Q I guess this is a rate design question,
M. Crunrine. 1Is it true that at a certain time in

the nonth of April 2000 prior to the effective date
of Commonweal th Edi son's PPO WVI, custoners were no
| onger permitted to apply for service under
Commonweal t h Edi son' s PPO NFF?

A (M. Cumine) Could |l have it read back,



10

11

12

13

14

15

16

17

18

19

20

21

22

1153

pl ease?
(Wher eupon the requested
portion was then read back by
the Reporter.)
A (M. Cumrine) No, | don't believe that's
true.
Q Ckay. Do you recoll ect whether or not,

based on the timng of the actions that need to be
taken by the custoner, that sometine near the end of
April 2000 it would have been inpossible for a new
custoner to apply for a PPO NFF because there was no
| onger sufficient time for himto do so after filing
the DASR and taking the other steps that woul d have
been necessary? Before you answer the question
rather than -- | just found it nyself. Maybe
better let you ook at this data response so we
don't get cross purposes, okay.

M5. READ: Could you give nme a nunber?

MR, ROBERTSON: Forty.

A (M. Crunrine) The reason we may be
tal ki ng cross purposes i s because this data request

was witten in response to the circunstances as they
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existed on April 17 when this was responded to. |If
you may recall, the Comm ssion's order nodified the
effective date, the |last effective date, at which
custoners could choose the NFF, and that was a
change and nodification that was accepted by
Commonweal t h Edi son

Q Ckay, | didn't recall that but that's why
| wanted to give you the data request before you and
I got into an argunent about what was correct. So
it's your recollection that the Comm ssion
elimnated that as a probl enf?

A (M. Cunrine) Is dramatically reduced it
as a problem because it allowed custonmers -- it had
nodi fied ConkEd's initial proposal that said that no
new custoners woul d have been pernmitted on the NFF
as of the effective date of the nmarket index which
was proposed to be May 1. It noved that date back
30 days so that it would be May 31, so that there
were -- there was a greater possibility during the
nmont h of May for custonmers to submt DASRs and
accept service under the NFF regine.

Q Now, for custoners who had their neter
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read date very late in the nonth of April, they
woul d still have a problem would they not? The
reason | am asking, let ne -- because in your

statement you said it drastically reduced the
problem and | take it it didn't elimnate it
altogether; is that correct?

A (M. Cunrine) | would not characterize
it as having elimnated it altogether. And actually
t he customer whose reading dates are late in Apri
are the custoners who are nost likely to have been
accomodat ed t here because they woul d al so have
readi ng days late in May which would still have
allowed themtinme to get on before May 31. The
custonmers for whomit was nore difficult froma
timng standpoint were actually the ones whose
readi ng days would be early in April or
correspondingly early in May.

Q Thank you. Now, M. Crunrine, if | could
direct you to Commonweal t h Edi son Exhi bit Nunber 7
your direct testinony?

A (M. CGumine) Is this the testinony from

March 31 that is to be submitted, mny individua
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direct?
Q Your individual direct, and | think it was
mar ked as Exhibit Number 7, if | amcorrect then.

know Ms. Read will correct ne if | amincorrect.

A (M. Cunmrine) | have it.
Q VWll, | don't have it. Wuld you do nme a
favor? Read ne page 16, lines 2 to 4. You have got

a phrase there that says "ConEd cl early understands

that." Wuld you read the rest of that sentence for
me?

M5. READ: This is --

MR, ROBERTSON: Page 16, lines 2 to 4.

MB. READ: O Exhibit 7?

MR, ROBERTSON:  Yeah.

M5. READ: Ckay. | found it.

MR CRUMRINE: A. The sentence reads, "Conkd
clearly understands that a custoner should not be
caught in a timng issue at the very noment of
transition.”

MR ROBERTSON
Q Al right. Now, when you put that

sentence in there, what was it you were talking
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about and what specifically did you have in m nd?

A (M. Cunrine) It was specifically in the
context of the entire question and answer that
started back on page 15 of the testinmony in which a
custoner at the time this was witten -- and again
this was before the Conm ssion nodified the start
date for the last day to take NFF service -- but at
that point in tine we were acknow edgi ng that there
was the possibility that custoners could have given
al ready given notice, to go on PPO ConEd coul d have
al ready subnmitted the DASR on their behal f, and had
they found out that their choice was going to be the
mar ket index, they m ght not want to make that
choice. And that, as the next sentence after the
one | read said, "Consequently, ConEd will work
closely with its custonmers to preclude such
situations or rectify themif necessary by
rescinding the DASR prior to the start of the
contract.” And | could have quoted that but that
was back on page 15.

So basically we were saying we woul d work

with custonmers to rescind a DASR if they were caught
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in a situation where they thought they were going to
get the NFF, they were only going to get the market
index, and it turns out they did not want the market
i ndex.

Q Now, you have reviewed the Ameren and the
| P proposals in this case; is that correct?

A Yes.

Q Do you believe that or do you have an
opi ni on based on that review whether or not --
strike that. Wuld you agree that the Conm ssion
shoul d be concerned about the time period in which
custonmers have to nake the decision about whether to
take delivery service or the PPO option generally?

A (M. Cunrine) In the general sense
think certainly the Conm ssion has an interest in
that. But we have to recogni ze that the delivery
servi ces have been available for awhile, will soon
be available to all non-residential custoners.

There has been a significant amount of communi cation
going on around that. | amnot sure how specific
t hose concerns need to be in general at this point.

Q Wul d you agree that we are still in the
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transition period for all of this?

A (M. Crunrine) Yes.

Q So could this be considered as a | ong
nonment but one of the nonents of transition as we
nmove through this process?

A (M. Cumrine) Wat is "this" now?

Q This change in the narket val ue index, the
phasing in of custoner's rights to choose, the
certification of alternative suppliers. | call this
a nonent, if you will, through the end of the
phase-in period which | understand, at |east for the
residentials, will be sonetinme next year.

A (M. Crunrine) Well, the residentials
aren't until 2002. But | think in general | would
agree with your statement that there are nultiple
nmonents that are passing in this tinme of transition.

Q Except for the ones here today.

A Sone pass faster than others.

Q Al right. M. Nchols -- oh, wait a
mnute, | think I have got another question before I
| eave here.

Now, M. Crunrine, on page 5, lines 19 to
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21 of your direct from Mar ch 31, 2000, ConEd Exhi bit
Nunber 7, you state market indices for electricity
are desirable for use in determnation of M/Cs
because they are avail abl e published prices that can
be tracked and anal yzed over tinme; is that correct?

A (M. Cunmine) The first word is actually
Bs referring to Altrade and Bl oonberg and Power
Markets Wek. But the rest of the sentence was read
correctly, yes.

Q That's what | understood but | didn't say
it, thank you. Ckay, you can put your direct away.
I amall done with it, except M. N chols' direct.

Il would like to talk to you about the
procedure for obtaining the screen prints, if |
could, M. N chols. And | understand that you
attached a description also to your joint rebuttal
testimony, gentlemen, | think.

A (M. Cumine) That's correct. |It's
Attachnent A

Q And | have to beg your indul gence because
I think you have changed sone of the procedures. So

if | msstate something, | amsure you will point it
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out. In your direct testinony, M. N chols, at page
5, lines 19 and 22, | believe anong ot her things you
tal k about a reasonable flexibility for gathering a
maxi mum of data points. Do you see that?

A (M. N chols) Reasonabl e flexibility,

okay. GCkay, that's 217

Q Yes. |Is your testinony on that point
still -- it's not changed by --
A (M. N chols) No, our procedure still

puts a wi ndow around a tinme frane.
Q Now, by using the termor the phrase
"reasonable flexibility for gathering a maxi num of

data points,"” are you suggesting that ConEd nmay get
multiple screen prints fromeither one or both

services within each two-hour w ndow?

A (M. N chols) No, we take one screen
print.

Q Does this nean that the clerk -- that's
how you refer to it here -- the clerk who observes

the screens during the two-hour period will take
those prints any tine during the two-hour period

that the clerk thinks is best ?
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A (M. N chols) The clerk is told to focus
in that 9:30 and 3:00 o' clock tinme and they have the
opti on in the course of their other business work
they are doing to take screen prints. But that's
where the flexible is, to be sure that she can
actually get a screen print.

Q So, ideally, the screen print would occur
at or very near 9:30 and 3:00 o' clock, right in the
m ddl e of the two-hour period in each case?

A (M. N chols) I don't know if that's
i deal or anything, but it doesn't have to be at a

specific time.

Q It can be any tinme during the two -hour
peri od?
A (M. N chols) It could be any tine

wi thin the two-hour period.
Q kay, good. Cross off sonme nore
guesti ons.
Page 6 of your direct, getting back to
ConEd Exhibit 6, lines 10 to 11. Are the stacks of
screen prints gathered during the snapshot w ndows

the same screen prints as the Altrade and Bl oonberg
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data bases which you indicate are proprietary on
line 10 here at page 67?

A (M. N chols) VWhat we refer to on line
10 as the data bases is the information that is
publ i shed, that is el ectronically published, by
Altrade and Bl oonberg. | guess | don't really
under st and.

Q Are the screen prints the information
published by Al trade and Bl oonberg? In other words,
is the reference to the data base the sane as a
reference to the screen prints? Maybe | shoul d have
asked it that way.

A (M. Nchols) R ght. The screen prints
is like taking a snapshot of exactly what was on the
screen at the tine sonebody nade that print.

Q And that is part of the Al trade/ Bl oonberg
data base?

A (M. N chols) Yeah. It is the current
pi cture of a data base.

Q D d Commonweal t h Edi son during the course
of this process ever contact Altrade and Bl oonberg

seeking perm ssion to dissemnate the screen prints
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in the context of its market index tariff
met hodol ogy?

A (M. N chols) I know we had di scussi ons
with Altrade and Bl oonberg, | think Altrade in
particular. And we are trying to identify what we
were doing. And early on we thought actually it was
not a problem

Q But it turned out to be a probl en?

A (M. Nichols) Vell, | think -- | think
what happened, we had a workshop and we actually
handed out sone representations of those screen
prints and then shortly thereafter |awers started
tal king and it becane a problem

Q You heard that old joke that | awers are
i ke beavers; they get in a good stream and damit
up. So sonehow t hrough | egal counsel Altrade and
Bl oonberg nmade it clear that that was a no no

A (M. N chols) W received a letter. I'm
not sure if it was from our |egal counsel

Q But it was from Al trade and Bl oonberg and
it was -- you were told you couldn't do that any

nore, in essence?
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A (M. N chols) That's ny understandi ng of

Q Since that time has ConEd nade any ot her
attenpt to try to get Altrade and Bl oonberg to
provide this data to the custonmers who woul d be
af fected by the Conkd proposal for market val ue
i ndex?

A (M. N chols) I know we have had peopl e
in wholesale talki ng to Altrade to kind of |ighten
up. | don't know where it stands.

Q If Altrade and Bl oonberg had decided to
lighten up, would it have been likely, at |east at
the time you fil ed your rebuttal testinony, you
woul d have included that in your rebuttal ?

M5. READ: | think the question is vague.
I ncl uded what ?
MR, ROBERTSON:

Q I will withdraw it. Included the
i ndication that Al trade and Bl oonberg had had a
change of heart and was going to make this data
available to fol ks here in Illinois?

A (M. Nchols) Is that a question to nme?
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Q I think it's an answer.

M5. READ: Can you restate the whol e question
beginning to end for the witness, please?

MR, ROBERTSON: No. | don't want to waste any
nore time with it. Howis that?

Q Wuld it be safe to say, M. N chols

-- and at least if M. Crunrine knows -- in sunmary
that you know that Altrade and Bl oonberg has been
contacted but you really don't know in great detail
what the results of that have been other than the
status quo has not changed; is that correct? Wuld

that be a fair statenent?

A (M. N chols) To me that's a fair
st at enent .

A (M. Cumrine) That' s ny understanding
al so.

Q Now, M. Nichols, at page 7, lines 15

t hrough 16 of your direct, Conkd Exhibit 6, you
suggest that the Into ConEd Al trade/ Bl oonberg narket
is grow ng?

A (M. Nchols) I1'msorry, what |lines were

you referring to?
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Q Page 7, lines 15 to 16, |ooking at the
phrase "There is a growing." | amtaking your
testinmony there to suggest that there is a grow ng
interest in Altrade and Bl oonberg I nto ConEd?

A (M. Nichols) At the tine this testinony
was witten, that is a nmuch nore general statenent
regarding forward contracts versus futures
contracts.

Q Oh, okay. Just to make sure | understand
this particular sentence that says, "However, there
is a growi ng over -the-counter nmarket for Into ConEd
hub" is a reference to a growing interest into
forward contracts rather than futures contracts; is
that correct?

A (M. N chols) Right, it's a recognition
that, you know, forwards contracts were active and
gr ow ng.

Q As opposed to a particular growth in the
Al trade/ Bl oonber g nar ket ?

A (M. N chols) No, as opposed to the CBOT
ConEd futures market.

Q Now, since the tine of your testinony and
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your direct testinmony was filed -- strike that.
Since the time you prepared your direct testinony,
has Commonweal t h Edi son revi ewed or considered the
use of any other internet -based trading systens

ot her than the Altrade/Bl oonberg?

A (M. N chols) I guess | need to know in
what context then, that we are, you know, Altrade
and Bl oonberg

Q A supplier's renorse?

A (M. N chols) Wll, we have a whol esal e
department that continually |ooks at avenues for
sel ling whol esal e power. And so they would
constantly be | ooking at alternatives besides
Al trade and Bl oonberg for that.

Q ["msorry. | was not clear enough. 1'm
tal king about in the context of using sonething el se
for the market val ue index approach?

A (M. N chols) W have not offered
anyt hi ng el se because not hing has, from our
whol esal e operations, has shown to be any different
ri ght now.

Q Have you evaluated the viability of using
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any additional data sources other than Altrade and
Bl oonberg in your market val ue index since you
prepared your direct testinony?

A (M. Nchols) 1 think we -- of course,
you make eval uations by seeing if anything is com ng
forward that really woul d make a difference. |
nmean, So in a sense there has been no fornal
eval uations done to try to substitute anything at
this tine.

Q You gentlenen are aware that Illinois
Power has proposed the use of additional data
sources for this sane purpose; isn't that correct?

A (M. N chols) [1'linois Power proposed
the use of, in addition to el ectronic exchanges, the
Mar ket Power Week; is that what you are referring
to?

Q Yes, that is what | amreferring to. And
you are aware that they did that?

A (M. N chols) Yes, we are aware that
they did that.

A (M. Crunrine) Yes.

Q And | guess ny questi on to you is, do you
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see any benefit to adding an additional data source

i ke that?
A (M. N chols) I" mnot sure if we saw any
really substantial benefit. There will be -- the

two that we are using were neant to be kind of a
wi ndow i nto | ooki ng at what these prices are. W
t hought they effectively did that.

Q And would I be correct then in assum ng
fromyour answer that you saw sone benefit in doing
that, but at |east fromthe point of view of
Conmonweal th Edi son you did not believe that it
woul d add substantially to the accuracy or validity
of your nethodol ogy?

A (M. N chols) I guess | can only speak
for nyself and other peopl e that m ght have been on
the team | ooking at that. You know, there is sone
increnental benefit but it was not considered
subst anti al enough.

Q Now, M. Nichols, if you would | ook at
page 11, line 15.

M5. READ: Is this still in his direct?

MR ROBERTSON:
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Q Yes, I'msorry, of ConmEd Exhibit 6, your
direct testinmony. Do you have it?

A (M. N chols) It's the question.

Q Are you at line 15 with the question and
t he answer that begins there?

A (M. N chols) Yes.

Q And over onto page 12, lines 1 and 2. In
t he context of that answer when you tal k about the
visibility of price signals at | ines 18 and 19 in
particul ar, are you talking about prices from
Al trade and Bl oonberg services?

A (M. N chols) We are tal king about price
signals from off - peak and on- peak.

Q Al right. And for the on-peak -- in
relation to the on-peak would you be speaki ng of
fromthe Altrade and Bl oonberg services?

A (M. N chols) I think the summary of our
proposal really tal ks about the visibility of
forward prices and that the particul ar met hodol ogy
is taking a snapshot of Altrade and Bl oonberg to
capture those forward prices.

Q W woul d be tal king about the visibility
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of forward prices as shown on the Altrade/ Bl oonberg
service, is that correct, as it relates to on-peak?
A (M. N chols) Coul d you repeat the
guestion?
M5. READ: Could you al so repeat the prior

question and answer, so question, answer and

guestion?

(Wher eupon the requested
portion was then read back by
the Reporter.)

A (M. N chols) As | tried to answer
before, | think the nethodol ogy is |ooking for

forward prices, Altrade and Bl oonberg bei ng
representative of those prices, is what we are
t aki ng snapshots and using themfor the actua
cal cul ati ons.

Q Al right. Now, on line 18 you refer to
mar ket participants; do you see that?

A (M. N chols) Yes, | do.

Q Now, when you refer to narket
participants, are you tal king about participants in

the Al trade/ Bl oonberg narket ?
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A (M. Nchols) No. In this context I
meant peopl e buying and selling electricity.

Q The uni verse of peopl e buying and selling
electricity are end-use retail custoners on account
-- strike that. 1s it the universe of people buying
electricity in the whol esale narket that is
referenced here? Are these the market participants
that you are referring to?

A (M. N chols) Peopl e buying on the
whol esal e narket are included in these market
partici pants.

Q Wul d there be any ot her narket
participants that you had in mnd other than those
participating in the whol esale market at this point
in your testinony?

A (M. N chols) Vel |, ny persona
viewpoint, | don't deal with the retai | side very
often. So | know there are customer self -managers
but I don't understand the full scope of their area.

Q Ckay. O her than sone speci al
arrangenent |ike custoner self-mnager, did you have

in mnd based on your experience on the whol esal e
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side the participants in the whol esal e market plus
any others that would qualify?

A (M. N chols) I think the kind of
participants that we woul d expect to see are people
that woul d actually be interested in these products
and so forth. People that would read, you know,
| ook to see what prices are, whol esal e products and
so forth, and that's where they woul d buy
electricity, would try to nake deals. That would
have been the RESs, any |arge custoner that actually
could go out and procure power in that fashion

Q Al right. Now, at lines 21 -- |I'msorry,
at line 22 you begin to talk about that ConkEd' s
met hodol ogy both on and off - peak market prices can
be determ ned frompublicly available data. Are you
suggesting that the data from Al trade and Bl oonberg
is avail able to persons who are not nenbers of the
Al trade/ Bl oonberg exchange or who have not paid
Al trade/ Bl oonberg for the historical data?

A (M. Nchols) | think what we are really
suggesting here is that forward prices can be seen

in many places and that they are all very
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representati ve of one another. So there is a |ot of
di fferent avenues for this. That's the purpose of
the price transparency. That is nore what | meant
by that.

Q Now, you have stated that your primary
role in the conpany has been on the whol esal e side
of the business; is that correct?

A (M. N chols) No, sorry. |If I stated
that, that's incorrect.

M5. READ: Would this be a good tine for a

br eak?

MR ROBERTSON:  Yes.

EXAM NER JONES: Al right. Of the record.
(Wher eupon there was then had
an off -the-record di scussion.)

EXAM NER JONES: W hereby break for ten
m nut es.

(Wher eupon the hearing was in
a short recess.)

EXAM NER JONES: Back on the record.

MR ROBERTSON

Q Coul d you gentlenmen refer to Exhibit
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Nunber 8, your joint direct testinony in the

consol i dated dockets, line 6 -- I'msorry, page 6,
lines 4 to 5. You state that all qualified traders
on the exchange can see the sane prices at the sane
time. Are you tal king about Altrade/ Bl oonberg?

A (M. N chols) In that line we were
referring to Altrade and Bl oonberg.

Q VWat is a qualified trader?

A (M. N chols) In the context that we
have given here, it was basically anybody that
Al trade and Bl oonberg had all owed to connect to
their systemwhich | understand was traders, is what
they were requiring.

Q Traders in electricity?

A (M. N chols) I think they trade nore
than electricity.

Q As opposed to an end-use custoner |ike
Lueders, Robertson and Konzen, a lawfirmin Ganite
Cty, not ny clients, just nmy office. | wouldn't be
consider a trader as an end-use custoner if that was
my only qualification; is that correct?

A (M. N chols) If Altrade considered you
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a trader and all owed you to connect, then, you know,
I think you could see what was on the exchange.

Q How does an individual firm becone
qualified as a trader?

A (M. N chols) 1 guess in this context
it's how Altrade is going to allow you to trade
And | think you have to have a credit rating, you
have to be willing to trade, and |I'mnot sure about
FERC requi renents.

Q You don't have a great deal of know edge
or detailed know edge on how that's done?

A (M. N chols) | agree with that.

Q You don't now what agreenents woul d have
to be signed or what commitnents woul d have to be
made; is that correct?

A (M. N chols) I do not know that.

Q Now, | amgoing to skip over for a minute
to your rebuttal testinmony so | can get this set of
pages off ny table here. At page 8, line 10 of
Exhi bit 9, Conkd Exhibit 9, your rebuttal testinony
in this docket, you state that ConEd proposes using

el ectroni c exchanges for establishing foreign prices
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due to their price transparency for participating
traders and growth potential as a platform of choice

for many traders; is that correct?

A (M. N chols) That is a correct reading.

Q Can you be a market participant and not be
a trader?

A (M. N chols) Yes.

Q At line 8 -- or page 8, lines 19 to 20
you state ConEd's use of el ectronic exchanges has
i ncreased substantially over the last eight nonths;
is that correct?

A (M. Crumrine) You have read correctly
the part of the sentence that you read.

Q Now, are you tal king about ConEd's use of
t he Altrade/ Bl oonberg or el ectronic exchanges in
general ?

A (M. N chols) In witing this testinony
we referred to Altrade and Bl oonberg.

Q I amnot going to ask you about nunbers,
but I do want to ask you about whether or not that
you are aware that the nunber of trades by Contd

on -- actual trades on the Altrade/ Bl oonberg
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exchange -- as neasured by your snapshots has gone
down.
M5. READ: | will caution the witnesses not to

reveal any confidential and proprietary data, and go

ahead.
A (M. N chols) I'mnot sure.
A (M. Cunmrine) |'mnot sure | understand

the second part of your sentence. Wen you say it's
actual ly gone down, do you have sone information
that --

Q I"msorry, that's a good point. Since
Period A, the actual trades as measured by your
nmet hodol ogy on the Altrade/Bl oonberg exchanges has
decl i ned?

A (M. N chols) Unfortunately, | don't
remenber how many cane out of Period B, but I
remenber how many cane out of Period A

Q Al right. Do you know, M. Crunrine?

A (M. Cunrine) | don't recall.

Q Al right. | won't pursue it any further
In your joint direct testinony, ConEd Exhibit 8,

begi nning on page 2 in the question and answer that
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begins at line 12 in the second full paragraph, |I'm
sorry, in the first full paragraph of that answer of
the | ast sentence, you state that, "Neither of these
functions can be perfornmed with any degree of
precision, and thus are likely to introduce
distortions into final estimtes of nmarket prices of
a" -- strike that. |It's been a long day. "Neither
of these functions can be perforned with any degree

of precision, and thus are likely to introduce

distortions in the final estinmates of narket prices

resulting fromthat methodol ogy;" is that correct?
A (M. Crumrine) You have read it
correctly.
Q And have either of you performed any

anal ysis or study to support that conclusion that
you cone to here?
A (M. N chols) I need to read the

par agraph to understand the context .

Q Ckay. Please do so
A (M. Crunrine) Yes.
Q At lines 29 to 30 you make a reference to

actual narkets. What markets are the actual markets
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that you refer to?
A (M. N chols) 1 think the actual markets
refer to the forward market and to the off -peak

sal es narket.

Q Are there other markets other than those
two?

A (M. Cunrine) | wouldn't even
characterize those as two separate markets. | nean,

there is certainly different types of transactions.

We are looking at -- and maybe a clarification for

that sentence woul d be hel pful -- we are both

| ooki ng at actual transactions or trades to refl ect

the market value. W did not mean to inply in this

that the Altrade or Bl oonmberg exchange is in and of

itself a market or that off -peak transactions are in

and of thenselves a mar ket. They are nerely

transactions that occur in the |arger market that

i nvolves all the market participants in the region

relevant to Conkd or the Ameren/IP in their cases.
A (M. Nichols) And | support his

expl anati on.

Q So you would elimnate the word "S" after
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markets there; you are tal king about the market in
total for all electric products? O are there
actually different types of markets?

A (M. Cunrine) W were not intending to
inply that there were nultiple nmarkets for electric
power and energy in that sentence.

Q Ckay. Now, in the next |ine down you talk
about accurate information. Accurate in relation to
what? A particular price or group of prices?
Particular price for particular types of products?

A (M. Cunrine) | think we neant accurate
in the sense of reflective of prices that are being
experienced by participants in the marketplace for
transacti ons.

Q Down in the next paragraph at |ine 37 you
tal k about the NFF nethodol ogy depends on contracts
that includes transactions that are out of date; is

that correct?

A (M. Crunrine) Yes.
Q Now, all of the contracts the NFF | ooked
at are still in effect; aren't they?

A (M. Cunrine) They are all in effect
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today, yes. |Illinois Power's are in effect to date.
A (M. Nichols) Yes.
A (M. Cunmrine) Their termof delivery may

i ncl ude today.

Q At the top of page 3, at lines 3 through
7, you tal k about the methodol ogi es, and | assune
that you are tal king about Aneren and I P here, both
of fer both increased accuracy and price
transparency; is that correct?

A (M. Cunrine) That's correct.

Q Now, and their adoption is likely to

pronote the devel opnent of effective and efficient

conpetition for electricity inlllinois; is that
correct?
A (M. Cunrine) It actual |y says electric

services, but yes.

Q Thank you. And would you agree with ne
that there are other things that can help pronote
effective and efficient conpetition for electric
services in the state of Illinois as well?

A (M. Cunrine) | amnot quite sure what

you mean by other things. That's an awfully broad
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guesti on.

Q Are there other -- would elimnation of
the transition charge help pronote it? If we could
elimnate it tonmorrow, the utilities could recover

their stranded costs, would that help pronote

conpetition in the state of Illinois?
A (M. Cunrine) Not in ny view
Q So if the utilities have no nore strand ed

costs, they should continue to recover?

M5. READ: | object to that question as
argunent ati ve, having an assunption that's not in
evi dence, and the rel ationship between stranded
costs and transition charges is not necessarily an
equivalent. So overall | object on the question
bei ng unduly argunentative, containing assunptions
not in evidence, and nmisstating the |aw

MR ROBERTSON: | don't believe it was
argunentative, and | don't believe the witnesses are
bei ng argunentative, and | amcertainly not trying
to be argunentative. And | think it's a fair
guestion because | asked the wi tness were there

ot her things that could pronote efficient and
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ef fective competition, other than just changing the
mar ket val ue i ndex net hodol ogy.

M. READ: Well, | think the Hearing Exani ner
heard t he exchange.

MR, ROBERTSON:

Q Vell, let nme ask it a different way, if |
may, and we will shorten this up and then you can
make a ruling. Are you suggesting, M. Crunrine,
that we should keep transition charges and k eep
mar ket val ue, the market val ue index methodol ogy,

for the next 20 years because it will help pronote

conpetition in the state of Illinois?

A (M. Cunmrine) No, that's not what | am
suggesti ng.

Q Wul d you agree with ne that we woul dn't

even need the market val ue index approach here in
I[Ilinois if we didn't have transition charges?

A (M. Cunrine) That's an awfully big
hypot heti cal about a restructuring regine that I am
not aware of. | don't know that | can answer that.

Q In the context of the | aw as adopted by

the General Assenbly, would you agree with ne that
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we woul d not need the market val ue index approach to
determ ne the PPO option -- strike that. W

woul dn't need it to determine the transition charges
once the transition charges have been col |l ected and

the transition charge recovery period is over?

A (M. Cunrine) Well, that's kind of
conpound there. You don't know whether there
remai ns transition charges to be charged unl ess you
have a market value. And then the second part was
after the transition period is over and, of course
after the transition period is over it's not -- the
transition charges are not at issue. So | amstil
alittle confused.

Q Wll, | guess | am too. Because the
mar ket val ue i ndex approach is needed in part in
order to help calculate transition charges. And if
it were not needed for that purpose because t here
were no transition charges, then the market val ue
i ndex nmet hodol ogy in and of itself would not pronote
conpetition; isn't that true?

A (M. Cunmrine) 1| don't knowthat that's

necessarily true.
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Q Ckay. Wy not ?

A (M. Crunmrine) The one thing that comes
to ny mind off hand is that utilities have the
option, although not the requirenent, to offer a
power purchase option in the event that they are not
collecting transition charges. Any utility that
wanted to offer a PPO, even though it was not
collecting transition charges, would still need sone
sort of method by which to set narket val ue.

Q So you are saying that CILCO has the
option to offer the PPO option, even though it is
not -- it has elected not to collect transition
charges from anyone?

A (M. Crumrine) You are asking a |aynman
not a lawyer, but | thought that the only thing that
they were prohibited fromis, if they were
collecting transition charges, they had to offer the
PPO and that the alternative was a voluntary
deci si on.

Q So it's your layperson's opinion, just to
make sure | amclear and | amnot arguing with

you -- in fact, I amkind of interested in this --
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that a utility may still continue to offer the PPO
option even though it is not collecting transition
charges and there is nothing in the | aw that
prohibits them fromdoing that, to the best of your
know edge and not as a | awyer?

A (M. Cunmrine) Pending the |lawyers in the
roomtelling me | amreally wong, t hat was ny
under st andi ng when | wal ked in the room t oday.

Q Now, to the extent there are electronic
exchanges avail abl e outsi de the context of the
mar ket val ue i ndex approach, do they, their
exi stence, pronote increased accuracy and price
t ransparency?

M5. READ: | amgoing to object to the question

w t hout a cont ext.

MR ROBERTSON: In the state of Illinois.
M5. READ: | ask that the question be read back
with that.

VR ROBERTSON: Let ne restate it.
Q Wul d you agree or disagree that the
exi stence of electronic exchanges or services or

markets for electricity pronote increased accuracy
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and price transparency for custonmers within the
mar ket ?
A (M. Cumine) The only reason | am

hesitating is the insertion the word "markets" as

plural. 1 have tried to stay away fromindicating
that. | don't agree that there are multiple
markets. | think just as a general concept, the

nore places there are for customers to go to get
valid forward-looking prices for the same comodity
on the sanme ternms for the sanme tinme periods so that
they can be conpared in an apples to apples

conpari son, helps price transparency which in ny

opi nion woul d assist in the devel opnent of
conpetition.

Q So it's not the ratenmaking methodol ogy in
and of itself, the market val ue index nethodol ogy in
and of itself, that pronotes accuracy and price
transparency. |It's the availability of as nuch
informati on as possible for all participants in the
mar ket that pronotes accuracy and price
transparency, isn't it, that will help to devel op

conpetition in the state of Illinois?
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A (M. Cumine) No, | don't agree there
because I do think that this particular proposal and
nmet hodol ogy is very inportant for the devel opnent of
conpetition. | was answering in the context of what
other things in addition to that may be hel pful
But | think this is a primary influence on that.

Q Now, you have used the phrase "current
mar ket" and "current market conditions" on page 4 of
your testimony in the first full paragraph. And |
woul d just like to ask you, when you say "current

mar ket ," you are tal king about the forward market,
futures market, the spot nmarket, what market are you
t al ki ng about ?

M5. READ: FEric, can you give ne the cite
again? | can't find it.

MR, ROBERTSON: First full paragraph, line 8, |
think it is, page 4.

M5. READ: O which exhibi t? | have got page

MR, ROBERTSON: |'msorry, the sane exhibit we
are tal king about, Exhibit Nunber 8.

MS. READ. Ckay.
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A (M. Cunmrine) As | nentioned earlier
there really is only one nmarket for electric power
and energy. There are not separate markets for
futures. Those are different transactions. They
are not different markets. And when we say current
mar ket conditions, we are neaning "current" to
nmodi fy the words "market conditions" as a pair, and
i ndicate that the market conditions and the prices
that are in effect and are expected and face the

mar ket participants are what we nmean by current.

Q Ckay. So just to make sure | understand
when | read this, I thought you neant like -- this
was witten on Septenber 1 -- that the current

mar ket was whatever the price was on Septenber 1.

That's not the case; is that correct?

A (M. Cumine) | think we neant it a
little bit nore broadly than that. | nmean, it
certainly -- the current does have a tinme factor
inplied there. It was not limted, though, to just

like the date or the week before we wote the
testinmony. That statenent woul d have been just as

true had we been able to say it in March had we
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known the NFF 2001 val ues. The fact is, we do not
bel i eve that the market values com ng out of the NFF
for 2001 reflect -- and | know we said current
mar ket conditions -- but they are not reflective of
mar ket prices facing participants in the marketpl ace
today. And that's what we neant by the current
mar ket conditions.

Q Wul d you go to page 6, please, of Exhibit
8? | amlooking at your chart at the bottom of the
page and the graph on the next page. Looking at the
graph first, would | be correct in assum ng that
there was a substantial surge in the nunmber of
custoners enrolling for PPO and for ContEd PPO
enrol Il ments and RES enroll nents when the first round

of custoners was allowed to choose in Cctober of

1999?

A (M. Crunmrine) Based on this chart |
woul d characterize the time period from -- and it's
alittle bit judgnental -- but definitely fromthe

begi nni ng of choice in Cctober through, say,
February there was a dramatic and conti nued

i ncrease, Yyes.
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Q Al right. Ws that in your opinion
simply the fact that that's when the | aw became
effective and people were given the option?

A (M. Cunmrine) | think to a certain
extent that it's reflective of the fact that people
knew it was conming. And for some custoners they
weren't necessarily ready on day one, but there were
a lot of people ready and poi sed. And some of those
customers were nmulti -site custoners that had
multiple sites, and this reflected a very rapid
phase-in for the | arger custoners who had the first
opportunity and went in rather quickly, yes.

Q And woul d you agree with me there was
anot her upsurge begi nning in June of this year, and
that's when an additional 30,000 custoners becane
eligi ble on the ConkEd system isn't it?

A (M. Cunmrine) An additional -- | don't
remenber the exact number. It would be -- the
manuf acturi ng customers di d becone eligible,
al though I do know that probably only half of the
i ncrease that we see there is due to manufacturing

custoners that becane newy eligible in June. There
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is still a sizable increase of custoners that had
been eligible all along that junped in after June 1.

Q VWhen you tal k about getting sunmer prices
right at the top of page 8 of Exhibit 8, line 2, how
do we know they are right? What do we conpare them
to?

A (M. Cunmrine) | think the fact that they
are, fromny understanding, reflective, by going to
Al trade and Bl oonberg and the nunbers that we are
seeing there, we are told by our experts in the
conpany that those are reflective of the kinds of
prices that they ar e being faced when they go out
into the market to buy or sell, that we are
confident that at that time they are reflective of
the sumer market conditions that were faci ng market
parti ci pants at that tine.

A (M. Nchols) 1 think additionally, when
you | ook at forward markets, we have stated that the
cl oser you get to that time, the nmore information is
known by people in the market. So that it becones a
very -- it's right because the nmost information is

known by everybody.
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Q At the bottom of page 9, top of page 10
Exhi bit 8, you tal k about a slight change in the
Ameren and ConEd et hodol ogi es t hat woul d not
drastically change the vol umes used but woul d
provide an i nprovenent to the process. |Is
Conmonweal t h Edi son agreeing to nake the change that

is described here?

A (M. N chols) Yes.
Q Yes.
A (M. Cunrine) Well, if I am not

m st aken, this proposal was further clarified via
our surrebuttal testinmony. And what we have agreed
tois ultimtely what is shown in our surrebuttal
which started with what you just tal ked about here
in response to concerns M. Zuraski raised in his
testimony. W have agreed to further nodifications
and i nprovenents that are ref lected in the
surrebuttal, and it's the surrebuttal that we
believe is the nost appropriate nmethod right now.

A (M. N chols) I read page 8 as talking
about the off -peak market data checks. And it's

basically stated that in our current nethodol ogy we
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were going to use the md-point of the range of the
of f - peak nunbers. Gven that we are starting to
report an index for off -peak, this suggestion that
said yes to was neant to look at in the off -peak
using the index instead of actual |y taking a

m d- poi nt of that range, when the index was
avai l able. The index was not available to get the
m d- poi nt of the range.

Q Thank you. Page 3 of your rebuttal
Exhibit 9, line 17, is this an expression of
Conmonweal th Edi son's intention or sonebody el se's
intention in restructuring the electric market?

A (M. Cunrine) | think it's our
interpretation of the general intention as
interpret portions of the anmendments to the Public
Uilities Act that the |egislature brought.

Q You are not a | awyer, are you
M. Crunrine?

A (M. Cunrine) No, sir.

Q And you are not really qualified to, since
you are not a lawyer and you are not a nenber of the

Ceneral Assenbly, you are not qualified to testify
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as to what their exact intention was; isn't that

correct?

A (M. Cunrine) Well, | think they do
state in some of the -- and | want to say Section
101(a) -- some of their intentions of what was neant

by the purpose of the Act. Now, | realize that | am
reading it as a lay person and giving ny
interpretation of what they say there, but that was
what formed the significant basis for nmy saying
t hi s.

Q | don't want to argue this now. W can
argue it later. But |I would nove to strike the
testinmony since the witness has identified it as

bei ng his characterization of the intention of the

Ceneral Assenbly. | don't want to waste a | ot of
time. If we can just put it on the list of
argunents --

MS. READ:  Your Honor, | will state he did say
it was his layperson's reading, which | assune is
equi valent to the technical reading by
M. Robertson's witness yesterday. | would al so

note for the record that the witness correctly
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identified the part of the Public Wilities Act,
5-16-101(a), that cites intent. And | won't provide
subsection references but | believe he's identified
the section he | ooked to as support of his
under st andi ng of the General Assenbly's intent. And
it's appropriate testinony and the notion to strike
woul d be i nproper.

MR ROBERTSON: | will respond later.

Q The bottom of page 6 and the top of
page 7, if you will, gentlemen, of Exhibit 9.

A (M. N chols) I's Exhibit 9 rebuttal
testi mony?

Q That is your rebuttal, yes, sir.

MS. READ: What page?

MR, ROBERTSON: Bottom of page 6, top of page
7. | want to make sure | understand somet hing.

Q When you use the term"different
counterparties" at line 24, are you talking about
parties to a contract that Comonweal th Edi son
entered into to either buy or sell electricity?

A (M. N chols) Yes.

Q And are these -- were these all on Altrade
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and Bl oonberg, or sonewhere el se?

A (M. N chols) No, the next sentence says
each transaction occurred over the phone broker
busi ness directly w thout a broker and via the
el ectroni cs exchange.

Q Can you tell me how many of the 37 -- were
these 37 different contracts or were there nore than

37 contracts and just 37 different parties?

A (M. N chols) This says 37 different
parties. | can only assume beyond that.
Q Ckay. So you don't know whether it was 37

contracts or one contract with 37 parties or --
A (M. N chols) I think it's inpossible to
have one contract with 37 parties.
Q O a thousand contracts with 37 parties?
A (M. N chols) I don't know the numbers.
Q Ckay. At the top of page 7, has
Commonweal t h Edi son i nvested any of its own noney
into the devel opment of the ConEd hub?
A (M. N chols) I think the ConEd hub
is -- 1 amtrying to think of the word, it's not a

physi cal thing.
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A (M. CGumine) It's a trading point and a
poi nt of interconnection and point of delivery.
It's not |like the Board of Trade where it's a
physi cal location, other than it's an electrical
| ocation for a point of delivery or supply.

Q Now, | may msrecollect but I thought I
heard M. Huntowski state yesterday that G nergy was
very close or alnbst equivalent to prices at the
ConEd hub. Were you here yesterday? Do you have
that sane recollection, the Gnergy hub prices?

A (M. N chols) I think he was creating
equal ity between price levels exhibited in the Into
Ci nergy hub and the Into ConEd hub.

A (M. Cunmrine) That is ny r ecollection
al so.

Q If the Cnergy presented nore accurate
val ues or prices, the C nergy hub, how woul d use of
the Cnergy hub prices to devel op a market value in
[I'linois under narket value indexes, retard the
devel opment of the ConmEd hub if participants in the
mar ket wanted to use the ConEd hub anyway?

A (M. Cumrine) That was a | ong question.
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Q If Into G nergy provided a nore accurate
set of prices for determ nation of market val ue.

EXAM NER JONES: Than?

A (M. Crunrine) Than what?

Q Than the Into ConEd prices. How would
the use of the Into Cnergy prices for the purpose
of the market val ue index nethodol ogies retard the
devel opnent of the ConEd hub?

A (M. Cunmrine) | amhaving problens wth
the preface. Because if you have got prices for the
Into ConEd hub, | don't know how -- | mean, they nmay
-- Into Cnergy may be identical but | don't know
how t hey could be nore accurate if you have got
mar ket prices reflective of the Conkd hub

Q If they are identi cal, then why or how
with use of the C nergy values retard the
devel opnent of the ConEd hub?

A (M. Cumine) | believe that there will
-- the use of the Cnergy hub will creat e a natura
use of that hub for exchanges, for trading, that if
ConEd were to start off with the G nergy hub, it

woul d nake it less likely that trading at the ConEd
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hub woul d devel op in the sanme manner than it would
as if the ConkEd hub were actually used for price
trading, for setting the market val ue.

Q Are there other exchanges out there that
price or report prices into the Conkd hub, other

than Altrade and Bl oonberg, el ectronic exchanges?

A (M. N chols) 1 know C nergy was t al ki ng
about that. [I'mnot sure if they ever initiated it.
Q There is historical data published on the

Into ConEd hub; is there not?

A (M. N chols) Power Mrkets Wek has a
dat a base that publishes historical data into
everybody' s hub.

Q Is it the Conpany's position that if the
Into ConEd hub prices -- strike that. |If the
Al trade and Bl oonberg data sources are considered to
be too thin or otherw se inappropriate for use in
relation to the Conkd hub and the ConEd narket val ue
i ndex, that the Conmi ssion should use sone other
source of data such as the Al trade/ Bl oonberg Into
G nergy hub data?

A (M. Cumrine) | think you are giving us
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a hypothetical that we don't agree with in the first
pl ace, that they are too thinly traded, that they
are not proper values, not representative of the
prices into the ConEd hub. That's a fundanenta

di sagreenent that we have. So you are asking ne to
create a hypothetical that is alnost inpossible to
answer because we don't believe that's the case.

Q. You don't believe it's the case that the
Conmi ssion could turn you down?

A (M. Cumrine) No, that's not what |
said. | was tal king about the preface portion of
the sentence

Q I f the Conmission turns you down for
what ever reason, because they don't |ike the color
of your eyes or they don't like the way Comonweal t h
Edi son presented its proposal or they don't |ike
something el se in the proposal, would it be your
desire to go back to the NFF or would you prefer to
use the G nergy, Into C nergy val ues, as represented
on Altrade and Bl oonberg?

M5. READ: | object to the preface to the

extent it assunes the Comm ssion can act in a way
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that's arbitrary and capricious. But with that
objection | will let the witnesses respond to the
latter part of the question.

A (M. Cunrine) ConEd' s position here, |
hope, is clear that our preference is the ConEd hub
for use for a market value index. W would have to
eval uate any nodifications that the Conm ssion nade
to our proposal in total and in context. But if the
only difference | were given was the ones that you
just gave nme, was to choose the NFF or an
appropriately designed forward-|ooking price from
Cnergy for forwards transactions in the peak
period, I would choose G nergy.

Q Ckay, thank you. At the top of page 8 you
state, "Also on the exchanges" -- and this is page 8
of Exhibit 9 -- "Also on the exchanges we are now
seeing bids and offers for periods as far as 18
months out.” Is it ConkEd that is posting these bids
and offers?

A (M. Cunrine) 1| don't know

A (M. N chols) Yeah, | don't recall.

Q Now, down at the bottom of page 8 we talk
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agai n about -- we talk about the fact that there are
13 counterparties to the trade forwards contracts

with ConEd on Altrade during the year 2000; is that

correct?
A (M. Cunrine) Yes, that's right.
Q Now, we have already tal ked about that.

VWhat we are tal king about are contracts for the sale
of electricity, isn't that correct, when we tal ked
about the 37 counterparties earlier in your

testi mony?

A (M. N chols) That woul d have been a
reference to electricity, yes.

Q Now, would you be willing to accept,
subject to check, that accor ding to Conkd's FERC
Form Nunber 1, Annual Report of Major Electric
Utilities Licenses and others for Decenber 31, 1999,
which neans it's for the cal endar year 1999, that in
Account 347, Sales for Resale, Commonweal th Edi son
sol d 19, 487, 287 negawatt hours for the year ending
Decenber 31, 1999?

A (M. Cumine) |If you have got a copy of

the Form1 that | coul d | ook at, that would be
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hel pful .

M5. READ:  Your Honor, | amalso going to ask
how much nore M. Robertson has. Yesterday the
cross estimtes were approximately a total of three
hours for ny witnesses. They have now been on the
stand over seven hours total. And | think
M. Robertson has exceeded his |ast three estinates.

MR ROBERTSON: Well, | didn't expect -- well,
nevermnd. | could be cute but I won't. W didn't
get off on a real good foot here with regard to what
was in their testinony and what was not, and that
took a lot longer than | anticipated. | only have a
little bit nore.

MR CRUWVRINE: If | could have the question
read back, |I think | amready to answer.

(Wher eupon the requested
portion was then read back by
the Reporter.)
A (M. Crunrine) Qher than correcting the
account nunber to 447, that appears to be an
accurate nunber, assum ng that what | have been

given is an accurate copy of the Form1l. Now, |
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have no reason to disbelieve that but that's the
only condition.

MR ROBERTSON: | pushed ny luck far enough.
Thank you. No further questions.

EXAM NER JONES: |s there redirect?

M5. READ: | have two brief questions.

REDI RECT EXAM NATI ON

BY M5. READ:

Q M. Cunmrine and M. Nichols, was Il EC
of fered an opportunity to neet with ConEd in its
offices to review the screen prints in August 20007

A (M. Crunmrine) M understanding was th at
in the subsequent response to a data request that we
did offer that opportunity, yes.

Q And did Il EC cone to your offices to

review the screen prints to the best of your

know edge?

A (M. Cumrine) Not to the best of ny
know edge.

A (M. N chols) I conducted the audits and

I have nothing to address with regard to that.

M5. READ: | have no other questions.
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MR ROBERTSON: | have a question. \What data
request was that?

M5. READ: Commonweal t h Edi son Conpany's
response to Illinois Industrial Energy Consuners'
first data request, requested update August 22,
2000, Nunber 23.

MR, ROBERTSON: My | see it, please?

MS. READ:  Yep, sure can. Your Honor, while he
is checking that, can | briefly confer with ny
Wi t nesses?

MR ROBERTSON: Well, | need to ask this
guestion, and | don't know whether these gentl enen
are willing to do that without a confidentiality
agr eenent .

M5. READ:  You signed one.

MR ROBERTSON: May | see the confidentiality
agreenent | signed, please?

RECROSS EXAM NATI ON

BY MR ROBERTSON:

Q Subj ect to check, gentlemen, would you
accept that pursuant to the confidentiality

agreenent | amnot permitted to show any of the
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i nformati on or discuss any of the inf ormation with
anybody other than the people who signed the
agr eenent ?

A (M. Cumine) 1| haven't read your
confidentiality agreement. | don't know.

M5. READ: | will stipulate that the
confidentiality agreements bind the individuals who
signed it.

Q And, therefore, only those individuals
can look at the information that ConEd offered to
provide; is that correct?

A (M. Crunrine) Yes.

MR ROBERTSON: Thank you, no further questions.

M5. READ: One final redirect, Your Honor.

REDI RECT EXAM NATI ON

BY MS. READ:

Q M. Crunrine, with regard to the question
M. Robertson asked you about the intention of
restructuring, was there any ot her basis for your
statenment other than the statenent of intent of the
Ceneral Assenbly in 16-101(a) of the Illinois Public

Uilities Act?
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A (M. Cumrine) Yes. |It's ny genera
background and experience in the electric utility
i ndustry that the intent of restructuring and
i ntroducing competition into electric markets,
particularly for the sale at the retail level, is
i ntended to increase options for custoners, increase
conpetition, and provide innovative and new services
and products to customers.

M5. READ: Thank you. No further redirect.

MR ROBERTSON: | have nothing further

M5. HEXTELL: We have got nothing further.

EXAM NER JONES: All right. Thank you
gentl emen. Just a couple quick questions, not of
the wi tnesses, but regarding exhibits.

W have an |1 EC Cross exhibit here, |
bel i eve, Cross Exhibit Nunber 1. Do you intend to
offer that?

MR ROBERTSON: 1P it should be. | don't know
if it's marked that way but it is proprietary and
confidenti al

EXAM NER JONES: You are right. It is 1P. D d

you intend to offer that or is that just for
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guesti oni ng purposes?
MR ROBERTSON: No, sir. Yes, | didintend to
offer it.
EXAM NER JONES: Any objection to the adm ssion
of I1EC Cross Exhibit 1P, as in proprietary?
M5. READ: No objections.
EXAM NER JONES: Let the record show I EC Cross
Exhibit 1P, as in proprietary, is admtted.
(Whereupon |1 EC Cross Exhibit
1P admitted into evidence.)
EXAM NER JONES: And, M. Robertson, were you
going to nmake an oral notion or have you deci ded not
to? We won't argue it now but, if you are going to

make one, we need to know.

MR ROBERTSON: | thought | had. And that was
ny intent.
EXAM NER JONES: | think you said you intended

to and we need to pin down the precise |lines of
testinmony involved and deal with it later.

MR ROBERTSON: | have no objection to the
wi tness of fering his own personal opinion about what

he thinks the intent of instructions are. |
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really -- | was hoping that he would not say in his
direct or in his cross exam nation that he was
expressing hi s opinion of the intent of |egislature
in adopting the Act. And that's ny only probl em

M5. READ: M. Robertson invited the cross
qguestions and the w tnesses --

EXAM NER JONES: |I'msorry to interrupt you but
if you --

M5. READ: W agree it's the witness' opinion.
That's what he stated it as.

MR ROBERTSON: | don't think it's worth us
argui ng about, to tell you the truth. GdGven his
redirect, | don't want to make an issue out of it at
this late point.

M5. READ:  Your Honor, there were two other
things. Qur Exhibit 3 had not been admitted yet
pending M. Robertson's objection and the issue of
whet her the NFF report -- whether the Comm ssion
could take admi nistrative notice of the NFF report
for the purpose of verifying what it in fact says
but not for the truth of the natter asserted, was

left open too during ny w tnesses.
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EXAM NER JONES: |s there a notion pendi ng
regardi ng taking notice of the NFF report? Now, |
know t hat ConEd Exhibit Number 3 is still an open
i ssue.

MR ROBERTSON: | will make such a notion.

M5. READ: We woul d not oppose as long as it

does not cone in for the truth of the matter

assert ed.
MR ROBERTSON: Well, let ne nake sure
understand. | think it could conme in for the truth

as saying that he | ooked at 5,000 contracts or he
| ooked at 2,000 contracts. |If you are worried about
his estimate of market value --

M5. READ: It's evidence that it states what it
states. The NFF is not available for cross
exam nation and it cannot cone in for the truth of
the matter asserted.

MR ROBERTSON: | will tell you what, it would
be easier for ne to file a witten notion rather
than take up everybody's tinme arguing about this,
and then the parties can reply.

EXAM NER JONES: | don't think we really want
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any new notions after today. That's why | was
trying to pin down what nmotions are on the table.
Really, this is sort of -- we need to draw the |ine
somewhere. Now, we don't have tinme to argue any
pendi ng notions tonight, | don't believe, unless
parties want a few nmonents to see if they can work
themout. And that's fine. But | don't think we
really want any new notions along those lines after
t oday.

So we do have sone pending notions, but I
al so don't want to hold people up. W have two nore
wi tnesses to go on and now we are kind of circling
back to other people's notions and | think we need
to get to those other witnesses. Are you |eaving,
M. Robertson?

MR ROBERTSON: No, | was just going to get a
drink of water.

EXAM NER JONES: So | think we need to put sone
ki nd of procedure into place to take up in sone
fashi on what ever pending notions are actually
pending at that point in tine. | think maybe at

this juncture we probably need to give t hose | ast
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two witnesses a chance to take the stand and for
t hose that have questions for themto ask them

Al right. There is one last thing
regardi ng the Crunrine/ Nichols exhibits. They were
adm tted subject to cross exam nation and | think
that was at the request of M. Mnson, that that
string be attached. 1|s there any objection to
admtting themat this time? Al right. There are
not. So just so the record is clear, Crunmrine and
Ni chol s sponsored exhibits --

M5. READ: | said they certainly were subject
to cross exam nation.

EXAM NER JONES: Yeah, you can hardly debate
that one. So ConEd Exhibits 6, 7, 8, 9 and 10 are
admtted, just so there is no msunderstanding in
the record.

(Wher eupon Conkd Exhibits 6,
7, 8, 9 and 10 were adnmitted
i nto evidence.)

EXAM NER JONES: Al right. | think we are

ready for a witness. Certainly seens ready to be

sworn at this tine.
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(Wher eupon the Wtness was
duly sworn by Exanmi ner Jones.)
(Wher eupon Aneren Exhibits
3.0, 3.1, 3.2, 3.3, and 5.0
were marked for purposes of
identification as of this
date.)
KEI TH P. HOCK

called as a Wtness on behalf of Ameren Energy

Conpani es, having been first duly sworn, was

exam ned and testified as fol | ows:

DI RECT EXAM NATI ON

BY MR FLYNN:
Q Cood eveni ng
A Enphasi s on eveni ng.
Q Whul d you pl ease state your nanme and
spell it for the record.
A Keith P. Hock, H-OCK
Q M. Hock, did you prepare direct

testinmony in this proceedi ng which has been marked
as Ameren Exhibit 3.0?

A Yes.
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Q And with that direct testinony have you
sponsored three exhibits designated as Aneren
Exhibits 3.1, 3.2, and 3.3?

A Yes.

Q And is that direct testinony and are those

three exhibits true and correct to the best of your

know edge?
A Yes.
Q Did you also prepare rebuttal testinony

whi ch has been narked as Aneren Exhibit 5.07?

A Yes.

Q Al right. And on page 2 of that rebuttal
testinmony on line 32 you propose a correction
specifically to insert the word "been," B-E-E-N,
bet ween "have" and "proposed,” is that right?

A Yes.

MR, REI CHART: \What page again is that?
MR, FLYNN: Page 2, line 1.
Q Wth that correction is that
testinmony true and correct to the best of your
know edge?

A Yes.
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MR FLYNN. M. Examiner, | would nove for the
admi ssion into evidence of Aneren Exhibits 3.0, 3.1,
3.2, 3.3 and 5.0 which the correction noted by
M. Hock has been reflected on the copi es provided
to the court reporter.
EXAM NER JONES: Are any of these proprietary?
MR FLYNN: No, they are not.
EXAM NER JONES: Are there any objections to
the adm ssion of Ameren Exhibits 3.0, 3.1, 3.2, 3.3,
and 5.0? |If there are not, let the record show that
those exhibits are hereby adm tted.
(Wher eupon Aneren Exhibits
3.0, 3.1, 3.2, 3.3, and 5.0
were admtted into evidence.)
MR FLYNN. M. Hock is avail able for cross
exam nati on.
EXAM NER JONES: If ny notes are correct, | am
reading themcorrectly, Staff and NewEnergy have
some cross. Anybody care to start off?

MR FEIN.  Sure.
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CROSS EXAM NATI ON

BY MR FEIN
Q Cood eveni ng, M. Hock.
A CGood eveni ng.
Q In your rebuttal testinony at page 2, in

your answer to the question that appears on that
page you di scuss that we, and | gather when you
refer to we you are tal king about Ameren, are still
experimenting to a great degree with conpetition; do
you see that phrase?

A Yes.

EXAM NER JONES: ['msorry, | mssed your cite.
MR FEIN. Sure, page 2 of the rebuttal
t esti nmony.

EXAM NER JONES: Thank you.

Q How many custoners in Ameren's service
territory are taking delivery services currently.

A W currently have approxi mately 600
custoners on the PPO and approxi mately 250 custoners
that are taking service from RESs.

Q Do you know approxi mately how nmany

megawatts that represents?
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A W do not track PPO custoners in the sane
fashion as sonme of the other utilities. So we are
not tracking nonthly or on any kind of regular basis
what the load is that's associated with that. The
load that is currently taken by the custoners that
are being serve by RESs is on the order of a few
megawatts, certainly less than ten.

Q And when you refer to the certainly |ess
than ten megawatts, that's where the 250 custoners
that are taking delivery services froma RES, is
that what that figure was related to?

A That is correct, yes. Let nme qualify my
answer and state that not all of those custoners
have been -- are active yet. |In other words, they
are not all yet receiving power, but we have
recei ved DASRs for them

Q Do you know of those 250 custoners that
are taking service froma retail electric supplier,
are any of those retail electric suppliers
affiliated with the Areren famly of conpani es?

A No.

Q Do you know if any of those 250 custoners
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taking service froma RES are taking service froman
affiliate of an Illinois electric utility or another

IIlinois electric utility?

A Yes.

Q Do you know approxi mately how many out of
t hat 2507

A Vell, we have two active RESs, and |' m not

sure how to characterize one of them But if it's
not every single one, it's virtually every single
one.

Q Now, | believe you also nentioned at the
bottom of that sane page of your testinony that
Ameren is still seeking the best nethod of buying

power and energy; do you see that reference on lines

41 and 42?
A Yes.
Q Wul d Areren agree to all owi ng approval of

its proposed market value index tariff on an interim
basis to see if the nmethod of val uing power and
energy that they have elected is the nost viable, if
you know?

A Well, subject to the exact conditions of



10

11

12

13

14

15

16

17

18

19

20

21

22

1222

that interimactivity of the tariff, yes, we would
be open to that.

Q Now, if | could understand your testinony
on page 7 of your rebuttal testinony, do
understand your testinmony to say that Ameren is not
provi di ng an i nbal ance service to its PPO custoners?

A We do not -- neither Ameren nor any of the
Aneren affiliates submt schedul es on behal f of our
PPO custoners. And we do not performsettl enent
cal cul ati ons on behal f of those custoners.

Q So do | take that that you woul d agree
that there are no inbal ance charges included for PPO
custoners in the Areren service territory?

A There are no charges on PPO bills for an
i mbal ance servi ce.

Q And on page 7, your answer that is on
lines 146 to 148 where you state, "As the
conpetitive market develops in Illinois and as

experience is gained regarding the cost of inbal ance

energy for retail |oads, the Comm ssion may wish to
revisit this issue." Do you see that reference?
A Yes.
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Q Wen you state that, when you use the
phrase "the conpetitive market devel ops in
Illinois,” are you referring to specifically to the

Ameren service territory or was it meant as a

nore --
A It was intended to nean statew de.
Q And how | ong shoul d the Commi ssion wait
until the conpetitive market develops in Illinois

bef ore addressing this issue, in your opinion?

A I don't have a specific anpbunt of tinme in
mnd, and | don't think it's appropriate to talk
about a specific time in ternms of nonths or years.

I think the determ ning factor should be sonething
along the lines -- although | don't want to be
specific about it -- sonething along the |ines of
nunbers of customers that have switched to alternate
suppliers or percentage of |oads, or somnething al ong
those |ines.

Q And if the Conmission wants to wait to see
how the conpetitive market in Illinois devel ops, do
you believe that the Conmm ssion should | ook to see

how other utilities are handling inbal ance charges?
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A It's Aneren's position that inbal ance
service should probably be treated differently for
suppliers who are supplying retail custoners and
custoners who are dealing strictly in the whol esal e
market. And for that reason we have filed separate
schedul es in our OATT to handl e those two different
types of custoners

Q And is it Aneren's belief that inbal ance
charges should be handl ed differently across the
utilities' service territories?

A Can you clarify the question or restate

the question at |east?

Q Sure. Is it Aneren's position that energy
i mbal ance charges for retail |oads should be handled
differently across Illinois utilities' service

territories?
MR, FLYNN: Do you nean differ from one service
territory to another?
MR FEIN. Correct.
MR, FLYNN: Do you understand the question?
THE WTNESS: Yes.

A. | really don't have an opi nion on
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t hat .
MR FEI'N
Q Do you believe that handling inbal ance
charges differently for retail |oads across the
service territories of Illinois utilities will help

in the devel opnent of the conpetitive market?

A | don't know the answer to that question
but I think that, as | have already stated, | think
certainly retail custonmers should be handl ed
differently than whol esal e custoners. And | am not
sure that any one utility at this point has the
answer as to which is the best way to handl e
i mbal ance for retail custoners.

MR FEIN  No further questions.

EXAM NER JONES: Does Staff have sone
guesti ons?

MR RElI CHART: Yes.

CROSS EXAM NATI ON
BY MR RElI CHART:

Q CGood evening, M. Hock. M name is John

Rei chart and | represent Staff. To begin ny line of

questions | would like to refer you to page 7 of
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your rebuttal testimony. In ny line 152, in
response to a question you state, "Aneren woul d not
be opposed to the inclusion of a conmponent in the
mar ket value that reflects the fact that Amreren
requires RESs and CM5s to have a 15 percent reserve
margin. Under Ameren's recently filed OATT Schedul e
4A reserve capacity is available fromAneren on a
daily basis to RESs supplying retail |oad. Ameren
proposes that the pricing for this conponent of the
mar ket val ue be taken from Ameren's OATT Schedul e 4A
using the pricing and met hodol ogy specified in
Schedul e 4A, the Period A MVs that Ameren has
previously subnmtted would be nodified accordingly;"
is that correct?

A Yes.

Q Can you state nore precisely just how you
woul d make this adjustnent?

A Wl |, the adjustnent that we have proposed
-- let ne start over. W are not necessarily
proposi ng that what we have outlined is that we
should use that. Al we are saying is that this is

one possible way to price the reserve nargin
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conponent of the nmarket val ue.

What | have outlined in the data request
is that each on-peak day, which in the cal cul ation
that we have done is Mnday through Friday of each
week, and during on-peak hours which are 6:00 a. m
to 10: 00 p.m, you pick the highest hourly -- the
hi ghest hour demand during those 16 hours and you
take 15 percent of that and you multiply it by the
rate that's in Schedul e 4A and you do that for each
day and over the course of the entire year. And you
add that to the prices that have already -- that
were submtted with the Exhibit 3.1.

Q A coupl e of questions on your explanation
You said that you take this neasurenent on a daily
basis. So if you wanted to determ ne the c harge for
the nonth, you would just add up the net of the
daily charges at the end of the nonth?

A Ri ght .

Q Referring to your response again, you
i ndicated that you would use the daily capacity
charge from Schedul e 4A?

A Ri ght .
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Q Is it correct that that charge currently
is 205.15 dollars?

A | believe that's correct.

Q You al so indicated that under your
nmet hodol ogy you woul d only apply the daily capacity
charge found in Schedul e 4A on weekdays, correct?

A Correct.

Q Now, is it true that Schedule 4A itself
applies the charge in question to every day?

A Yes.

Q Wul d Areren be willing to apply the
capacity charge in its market val ue conputation to
the sanme type of days to which the charge is applied
in 4A, whether that be just weekdays or everyday?

A Yes.

Q Referring back to your data request
response that you nentioned, in that response you
make reference to a recent FERC letter in Docket
EROO-612- 000, correct? | think it's in response to
Part C.

A That's correct.

Q And that's where the daily charge of



10

11

12

13

14

15

16

17

18

19

20

21

22

1229

205. 15 doll ars was approved, correct?

A Yes.

Q Now, is that 205.15 dollar capacity charge
that's found in Schedul e 4A a cost -based rate?

A I do not know how that figure was arrived
at, other than it was a negotiated value, it was a

negotiated rate as part of the settlenment in that

case.
Q Wul d you know if it was above cost?
A | really do not know
Q M. Hock, | note that as |ate as Tuesday

of this week when Staff visited the Areren OASI S web
site the Company's QATT listed a capacity charge of
$7,860 per nmonth. Could you tell ne when the new
rate of 205.15 on a daily basis will becone
effective?

A The 205.15 again is only applicable for
Schedul e 4A which is for retail. There are other
values -- and | don't know if 7060 is the right
nunber or not -- but there are other values for
nmont hly capacity, | believe, that are applicable for

whol esale. This rate in Schedule 4A is effective
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i Mmedi ately and in fact was subject to refund going
back to Cctober 1 of 1999, | believe.

Q Now, did you say that Schedul e 4A only
applied to retail ?

A Right. Yes, the title of it is Illinois
Retai|l Energy | nbal ance Servi ce.

Q I would like to show you for the purposes
of the record a copy of Schedul e 4A that Staff
downl oaded off the web site. On page 2 of the
schedul e under paragraph 1, the schedul e does nake
reference to a capacity rate of $7,860 per nonth; is
that correct?

A Yes, it does. But this is not -- this
does not match anything that | have seen. This is
the first tine | have ever seen this.

Q Do you have any reason to doubt, based on
its markings and | abelings, that it is not in fact

Schedul e 4A as it appears?

A Vll, I just don't know how to answer the
guesti on.
Q Subj ect to check do you have any reason to

question its authenticity?
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A Vll, | helped co-author the Schedul e 4A
that we submitted, and was part of the negotiations
in the case. And | have -- this is the first tine
have ever seen this docunent. | have no expl anation
for why that doesn't match the docunent that | have
been working fromand, in fact, co-authored

MR FLYNN:. What we would be willing to do is
get together with the Staff and get a correct copy
of Schedul e 4A, whatever it is. This witness has
i ndicated that to the best of his know edge this
particular version is not correct. And he's not
denying that it may have been on our web site but,
as | understand his testinmony, to the best of his
know edge this is not a true and correct copy of
what's on fil e with FERC, and effective. So we
woul d commit to work with the Staff and allow Staff
to submit as a late-filed exhibit a valid copy of
whatever is on file and effective with FERC

EXAM NER JONES: |Is that satisfactory, | guess
first of all, to Staff?

MR REICHART: | think, if we can verify that,

that's satisfactory. | would like to proceed with
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nmy questioning using this docunent because it's what
was on the web site and what we --

MR, FLYNN: | have no objection as long as the
questions are preceded with the phrase "Assum ng
that this is a true and correct copy of Schedul e 4A,
would the following be true." The w tness can
qualify accordingly. But, otherwise, it's a
docunent that the witness has not authenticated and
has not accepted as being a correct copy of the
tariff. And it wouldn't be appropriate otherw se to
question himregarding the contents of a docunent he
says he has never seen before even though he's
co-aut hor of the docunent, or of what that docunent
purports to be.

MR REICHART: Again, | didn't ant icipate having
a problemverifying its authenticity. | am
certainly agreeable to working with you to cone to
agreenent on the proper Schedul e 4A, but for the
time being | would like t o proceed with ny cross and
al so submit this, now that there could be a
potential question, as a Staff cross exhibit. And

if necessary, we could verify that in fact we did
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download it off the web site. On Areren's own web
site it indicates that this in fact is the Schedul e
4A.

MR FLYNN: | have no doubt that this is the
docunent that M. Reichart downl oaded fromthe
Conpany's web site. Wether the Conpany posted the
correct document is another question. And if we
could only change our tariffs sinply by posting
somet hing on our web site, I'msure we woul d.

But what the witness is suggesting very
strongly is that, to the best of his know edge,
that's not what's on file with FERC and | egally
effective now And that's the problem And as |
sai d, we have no problemworking with Staff and
getting the correct docunment in the record. And I
don't have a problemw th Staff questioning the
wi tness on the assunption that that is correct and
the witness is somehow wong, as long as it's
understood that there is an assunpti on in all of
t hese questions regarding that, that this in fact is
correct.

EXAM NER JONES: |Is that a satisfactory
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arrangenment with you?

MR REICHART: | think that could work. | would
still like to enter this as an exhibit with that
understanding. | don't know --

MR FLYNN: We have already offered a procedure
whereby the right docunent will get in. |If that is
the right document, then it will come in. If it's
not, then it has no place in the record. Staff
won't be prejudiced if it is correct because Staff
wi Il have been able to question the w tness about
it. | don't see the prejudice that results to Staff
if the docunent doesn't go in right now W want to
get it right. W are willing to do that.

MR REICHART: Ckay. W are agreeable to that.

MR FLYNN: By the way, | want to say | don't
have any problemwt h the docunent being marked for
reference right now so that we can, to the extent
that it's an inposter, distinguish between it and
the real docunent.

MR REICHART: | would ask -- | only have one
copy. | didn't realize that we would need to use

it, that there would be any question about its
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contents. Could | ask to have it marked as Staff
Cross Exhibit Nunmber 1 and then provide copies at
the cl ose of the hearing?

EXAM NER JONES: Hopefully, the close of the
hearings won't be too nmuch farther down the road.
But if nobody el se has any problemwth that, that's
all right with me. Does anybody have any probl em
with M. Reichart doing that? Al right. That's
okay. As | understand it, you are agreeing to the
procedure that M. Flynn outlined so that your
gquestions are in effect prefaced by that condition.

MR, REICHART: Under the assunption that this
Schedul e 4A is the correct schedule, yes. | wll --
if | forget to do that, please assune that that is
the preface for the renmainder of nmy questions on
t hi s.

EXAM NER JONES: Wiere is the docunent itself?
Isit in front of the witness or do you have it?

MR REICHART: | have it.

EXAM NER JONES: Are you going to ask him
guestions on it or not?

MR. REI CHART: Yes.
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THE WTNESS: The problem 1 have is, not only do
I not have a copy of this, but | have never seen it
before and amreal ly unprepared to answer questions
onit. But | will do the best | can
MR, RElI CHART:
Q M. Hock, are you able to explain to ne

where the $7,860 nonthly pass through charge came

fron?
A No, | am not.
Q Whul d you agree that that number purports

to be a nmonthly capacity charge, simlar to your
daily charge that we had referenced before, would be
applied to the maxi mum nonthly demand for any given
nmonth in order to determ ne the proper charge?

A The rate in this docunent, to the best of
ny know edge, is a nonthly demand charge. If we
were to try to use this rate in adjusting the nmarket
val ues, then it would have to be on a nonthly basis
and not a daily basis.

Q If you desire to use this rate to -- if
you desire for this rate to be expressed as a daily

rate charge, would you agree that you coul d divide
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thi s nunber by the average nunber of days in a

nont h?
A Yes.
Q Whul d you agree subject to check, if you

did so, you would come up with a nunber of $258.417?

A That sounds about right. 1 don't have a
cal culator with ne, though

Q Now, if we took that daily charge of
$258.41 as it is applied here, would you al so agree
that using a daily charge would effectively | ower
the rate of $7,860 per nonth unl ess the customer had
t he same maxi num demand each and every day of that
nont h?

A That is a true statenment, yes.

Q And woul d you agree that the $258.41 daily
capacity charge is higher than the 205.15 daily
capacity charge that was ultimately adopted in
Schedul e 4A you referenced earlier?

A Yes.

Q Do you know if $258.41 is closer to the
Conpany's actual cost of capacity?

A | don't know.
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Q Wth respect to Areren's cost of capacity,
whet her the nunber is closer to the 7,860 per nonth
charge, the 258.41 daily charge, or the 205.15 daily
charge, would you say that Amreren is relatively
efficient so that its cost is relatively | ow
conpared to industry norns in the M dwest?

A | don't know.

Q Is Ameren able to conpete in providing
capacity-backed power in the whol esal e market?

A | don't know.

Q Is Areren able to nake a profit selling
capacity on the whol esal e nmarket ?

A | don't know.

Q Is the market for whol esale electric power
in the Mdwest conpetitive in your view?

A | don't know. | amnot a trader so | am
not an expert on any of that material.

Q M. Hock, you have agreed that an
adjustment to the market value is appropriate to
reflect reserve margin requirenents?

A Ri ght .

Q Now, in order to have an accurate
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assessment of market value woul d you al so include a
reserve margin adjustnent to the I P nmarket index,
essentially be anal ogous to the adjustnent you have
agreed to for Ameren?

MR LAKSHVANAN: (Cbhjection as to whether he is
able to add one into ours, which I believe is the
way the question was phrased.

MR REICHART: | think he can answer the
guestion. Are you saying whether he has the ability
to add one?

MR LAKSHVANAN: He doesn't have the authority
to speak on behal f of Illinois Power Conpany.

MR FLYNN: | amgoi ng to interpose an objection
as well on the grounds that it is beyond the scope
of M. Hock's testinmony which has been to describe
certain aspects of the Conpany's proposed tariffs
and to respond to criticisns of the Conpany's
proposed tariffs. He has not engaged at any tinme in
a critique of IP's proposal in his testinony, and
there is nothing in his testinmony that | recall or
that I have seen now whi ch suggests that he has

undertaken a review of IP's tariff.
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MR REICHART: | believe, first of all, he does
respond to discussion of IP's tariff on page 5 of
his testinony.

MR FLYNN. | stand corrected. M. Reichart is
correct that the limted i ssue of whether the | P
met hodol ogy, the 12-nonth ruling nethodol ogy, shoul d
be applied to the Ameren tariff. He has commented
But beyond that he has not.

Q And | am sinply asking generally, all
things being equal, to the extent that IP has a
simlar reserve margin requirenment, would you agree
that adjustment to nmarket value is appropriate?

MR LAKSHVANAN:  (bjection, lack of foundation.
| don't know whether he knows, nuch |ess whether he
is capable of defining it.

MR, REICHART: | think he can respond to this
hypot hetical. | am saying assumng there is a
reserve margin requirenment simlar to the one that
is applicable in the Areren service area. | am
simply asking himif a simlar adjustnent would be
made.

MR FLYNN: | have the sane objection to the
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prior question. M. Hock is not being offered for
t he purpose of testifying wit h respect to the IP
tariff and how that tariff mght be changed or
altered. And he has not offered any testinony in
that regard either on a prepared basis or in
response to a prior question. This is sinply beyond
t he scope of what M. Hock has testified to.

EXAM NER JONES: M. Reichart, are you saying
that the record shows that IP does in fact have a
simlar requirenent? Are you making that assertion
that the record shows that?

MR REICHART: | amnot. | amasking to assune
that, hypothetically, would the sane reasoning or
justificati on for applying this adjustnent to Aneren
apply to IP.

EXAM NER JONES: Well, the objections from -- we
have objections fromtwo parties and it's a cl ose
call. But, frankly, | don't think there has been a
sufficient foundation laid to proceed with this
gquestion and require this witness to answer it.

MR REICHART: That's all | have.

EXAM NER JONES: | thi nk we need to figure out
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where we are at with the one possible exhibit. |
don't know that the one schedul e has ever been
marked in any fashion. |1'mnot saying it shoul d.
There was sone di scussion of that so | just
nmentioned | don't think that it has. And also |
think M. Flynn indicated that he will work wit h
Staff to submt a copy of the currently effective
tariff.

MR, FLYNN: | thought that M. Reichart had
asked that the docunent he showed the witness be
marked as Staff Cross Exhibit.

EXAM NER JONES: He may have. |'mnot sure.
But if that's the intent, is this Staff's first
cross exhibit?

MR REICHART: That's right.

EXAM NER JONES: So, Ms. Reporter, if we could
mark this as Staff Exhibit Nunber 1. It's ny
understanding that's not to be offered into evidence
as such at this tine. But if it is in fact the
currently effective tariff, then it will be nade
known and that will becone part of the evidentiary

record.
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MR FLYNN. That's correct. And to the extent
that there is a different docunent that is the
currently effective Schedule 4, that will be offered
in.

EXAM NER JONES: I n substitution for this one.

MR FLYNN. In substitution for the docunent.

EXAM NER JONES: Does anybody el se have any
objections to that particul ar procedure?

MR LAKSHMANAN: The only thing I woul d suggest,
if it could sonehow be circulated, assuming it is
not confidential.

EXAM NER JONES: How | ong do parties need to
make that filing?

MR FLYNN. | amcertain that when M. Hock
gets into the office bright and early tonorrow
nmorni ng he can investigate the accuracy of the
docunent that Staff downl oaded fromthe web site.
So not very long is the answer. | assunme that by
Monday we coul d have this worked out.

EXAM NER JONES: Al right. So we will have
something to put in the record, we will say, seven

days. |Is that satisfactory?
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MR FLYNN. That is nore than satisfactory.
Thank you.

(Whereupon Staff Cross
Exhibit 1 was marked for
pur poses of identification as
of this date.)

EXAM NER JONES: |s there any redirect?

MR FLYNN: There is none.

EXAM NER JONES: Just a coupl e quick questions
for you, sir.
EXAM NATI ON
BY EXAM NER JONES:

Q Whul d you refer to your direct testinony,
pl ease, Exhibit 3.0? Al right, page 4, line 80.
You refer to the term"domain's analysis.” Could
you explain what that is?

A Il would like to refer to our data request
that we received on June 12 in which we expl ai ned
the domain's analysis. |If you would just give nme a
mnute to find that.

Q Sure.

A Domain's analysis is the study of |oad
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characteristics of self-populations of existing |oad
research exanples. The desired |oad characteristics
are other than those for which the sanpl e was
originally designed.

A.  Thank you. Now, lastly, could you ref er
back to page 7 of your rebuttal, please? The page
shoul d be pretty well dog-eared by now

MR FLYNN: Is that the real page 7 or the one

t hey downl oaded?

Q. Do you have that in front of you
Yes.
Q Now, in response to the first question on
t hat page regarding i nbal ance charges, | believe you

made the statenent that ret ail should be handl ed
differently than whol esale. Do you renenber saying
somet hing |ike that?

A Yes.

Q Wy is that?

A W recogni ze the fact that it's probably
going to be nore difficult for suppliers that are
supplying retail |oad to schedul e as accurately as

suppliers that are supplying whol esal e | oad.
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Q And, lastly, in the second Q and A on that
page you refer to sone testinony regarding
transm ssion requirement and in your answer to that
question you refer to a reserve margin requirenent.

A Ri ght .

Q Could you tell me what the rel ationship,
if any, is between those two ternms as you under st and
t hen®?

A My under st andi ng of the word "transm ssion
requirement” are the set of requirenments that a
transm ssi on custoner nust neet in order to secure
transm ssion service. Reserve margin is one of
t hose requirenents.

EXAM NER JONES: That's all the questions
have. Thank you. Any follow-up questions? Ckay,
there are not. That concludes the questions for
M. Hock. Thank you, sir.

MR FLYNN. We have M. Nelson's testinony.

Just a quick notion
EXAM NER JONES: Do we have that up here?
MR FLYNN. Yes, we do. What we have done is

attached an affidavit to the |ast page of that
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exhibit. What | can do is circulate a copy of the
affidavit to all the parties tonorrow

EXAM NER JONES: |f anybody wants one.

MR FLYNN. We would nove for the adm ssion
into evidence of the direct testinony of Craig
Nel son whi ch has been nmarked as Anmeren Exhibit 1.0
and consists of questions and answers and three
schedul es and has as its | ast page an affidavit of
M. Nelson attesting to the truthfulness of all the
informati on contained in that exhibit.

EXAM NER JONES: That's 1.07

MR FLYNN: Yes. You may recall that the
parties indicated that they did not have any cross
exam nation for M. Nelson and his exhibit was
allowed to cone in by affidavit.

EXAM NER JONES: Let the record show Ameren
Exhibit 1.0, being the direct testinony of
M. Nel son under affidavit, is hereby admtted. And
that has three schedul es attached to it; is that
correct?

MR FLYNN:  Yes, it does.

EXAM NER JONES: Thank you.
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(Wher eupon Aneren Exhibit 1.0
was marked for purposes of
identification as of this date
and admtted into evidence.)

MR LAKSHVANAN.  Your Honor, before we do the
next witness can we just have a mnute break?

(Wher eupon the hearing was in
a short recess.)

(Wher eupon ClLCO Exhibit 3.0
was marked for purposes of
identification as of this
date.)

EXAM NER JONES: Wy don't we go ahead and
resune? | believe we have one nore witness; is that
right?

MR SEIDEL: That's correct. M. Heidi Mnson
has not been sworn yet.
(Wher eupon the Wtness was

duly sworn by Exam ner Jones.)
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HEI DI MUNSON
called as a Wtness on behalf of Central Illinois
Li ght Conpany, having been first duly sworn, was
exam ned and testified as fol | ows:
DI RECT EXAM NATI ON
BY MR SElI DEL:
Q Whul d you pl ease state your nanme and

busi ness address for the record.

A Hei di Munson and ny address is 300 Liberty
Street, Peoria, Illinois 61602.
Q Do you have before you a docunent that has

been nmarked for identification purposes as CILCO
Exhibit 3.0 consisting of five typewitten pages
wi t h nine questions and answers bearing the title
"Prepared Direct Testinmony of Heidi M Minson on
Behal f of Central 11linois Light Conmpany, Docket
Nunbers 00-0259, 00-0395, 00-0461 Consolidated"?

A Yes, | do.

Q Is CILCO Exhibit 3.0 the prepared direct
testimony that you have prepared to submit as your
direct testinmony in this docket?

A Yes, it is.
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Q Are there any changes or corrections to
Cl LCO Exhi bit 3.07?
A Yes.

On line 37, page 2 of 5, between the

words "on" and "energy," insert the word "firm"

On page 5 of 5, on line 87, strike "ten
busi ness" and change that to "seven cal endar."

On line 89, the sentence that starts
"that |eaves," strike "about a week" and put "less
than two weeks."

On line 90, strike "ten business" and

replace it with "seven cal endar."

Q Does that conclude the corrections to your

prepared direct testinony?

A Yes.

Q If I were to ask you the questions
appearing in CILCO 3.0, would your answers be the
same as appear therein?

A Yes.

MR SEIDEL: M. Examiner, | offer the CLCO
Exhibit 3.0 into evidence and nake Ms. Miunson

avai |l abl e for cross exam nati on.
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EXAM NER JONES: Have those changes been
reflected in the exhibit that was given to t he court
reporter in pen and ink style or sone other fashion?

MR, SEIDEL: Yes, they do, M. Exam ner. |
mar ked themin pen.

EXAM NER JONES: That's fine. Any objection to
the admi ssion of that exhibit? |If there is not, |et
the record show Cl LCO Exhi bit 3.0 sponsored by
Ms. Miunson is admitted into the evidentiary record.

(Wher eupon ClILCO Exhibit 3.0
was admtted into evidence.)

EXAM NER JONES: If ny notes are correct, IP
has some questions; is that correct?

MR LAKSHVANAN: That is correct.

CROSS EXAM NATI ON

BY MR LAKSHVANAN:

Q Cood evening or almpst night. | just
have a few questions, | hope. M. Mnson, you
currently work in the sales and marketi ng business
unit for CILCO is that correct?

Yes, | do.

Q And | believe you have been directly
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involved in the electric retail custoner choice

market for the last four years; is that correct?

A Yes.

Q Turning to your testinony at page 4, lines
81 through 84, | think you state -- try to get this
right -- "In comparison, such proposal causes

custoners to make a qui cker decision based on the
current known val ues and may conplicate the
custoner's deci si on-naki ng and hi nder conpetition"?
A Correct.
Q When you were di scussing custoners in that

case, did you have any custoners in particular in

m nd?
A None in particular.
Q kay. Are you famliar with, | believe

the termor the acronymis, the |IEC?

A Yes, in general | am

Q What does the | EC stand for?

A It stands for Illinois Energy Consortium
Q How woul d you describe it in general ?

A In general, it's a group of school boards

t hat have gotten together and fornmed an energy
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buyi ng group to hopefully aggregate and get | ower
prices on electricity for the schools in their
districts.

Q Do you know about when that consortium
started seeki ng nenbers?

A It started marketing the fall of |ast
year.

Q Do you know whet her the nenbers nake the
| EC their exclusive marketer for electric power and
ener gy?

A No. | amnot a lawer so | don't fee
that 1'm--

Q Do you happen to know whet her the | EC had
in fact joined up any nmenbers in Illinois Power
Conpany's territory prior to August 1 of the year
2000?

A Again, not being a lawer, | can't give a
| awyer's interpretation of the agreenent. But ny
understanding is that custoners had si gnhed
participation agreenents that, in general again ny
understanding is, that they allowed the I EC and

CILCO as its program adm nistrator to get historic
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usage and conpute savi ngs anal yses. But it's ny
under st andi ng that these participation agreenents
did not give any authority to submt DASRs unti
prices were known and savi ngs projections were
given. And it was anticipated, with known narket
val ues, that the schools could save noney.

MR LAKSHVANAN:. | nove to strike the entire
response as not responsive to the question asked.

EXAM NER JONES: Coul d we hear the question
back, please, and the answer.

(Wher eupon the requested

portion was then read back by

the Reporter.)

EXAM NER JONES: (bjection overruled. | think

that was an attenpt to answer the question that was

asked.

MR LAKSHVANAN

Q Were any of the participation agreenments

entered into -- and | believe that was the termyou

used -- prior to August 1 of 2000?

Yes.

Q Thank you. | believe you also nentioned
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that none of those could be acted upon, no DASRs
could be submtted -- | just want to be sure | heard
that correctly -- until a future date, is that

correct, if | understood what you sai d?

A To the best of nmy know edge.

Q You are not sure whether that in fact is
the case?

A | know that that is what happened. |

don't have a lawer's interpretation of the piece of
paper that was signed.

Q So you don't know whether that was a
requi rement of the agreement or whether that just is

the way it happened in fact?

A | can't speak for the |IEC
Q Do you happen to know if any of the
school s you were tal king about in Illinois Power

Conpany's territory have al ready taken choi ce under
t hat progranf
A Yes, | know that they have.
MR, LAKSHVANAN:  Thank you. That's all mny
guesti ons.

EXAM NER JONES: |s there any other cross



10

11

12

13

14

15

16

17

18

19

20

21

22

1256

exam nation for Ms. Munson?

M5. READ: Yes.

CROSS EXAM NATI ON

BY M5. READ:

Q Ms. Munson, on page 2 of your testinony,
line 35, you referenced account capacity and reserve
costs, and on line 8 you reference adjustnents. Do
you see those references?

A Uh-huh.

Q Is it correct your testinmony does not
di scuss any adjustment for account capacity and
reserve costs?

A That is correct.

Q That adj ustmment was di scussed by
Ms. Lancaster?

A That is correct.

Q And you understand that Ms. Lancaster's
testimony doesn't apply to ConEd' s proposal ?

A That is correct.

M5. READ: No further questions.

EXAM NER JONES: Any other cross? There is not

any. Any redirect?
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there is not any redirect.

Al right. That concludes the

questions for Ms. Miunson. Thank you

Of the record regardi ng pending matters

and rel ated schedul

EXAM NER JONES

ng.
(Wher eupon there was then had
an off -the-record di scussion.)

Back on the record. There was

an of f -the-record discussion for the purposes

indicated. It was noted that there are, | believe,

three pending nmotions that are in matters of dispute

at this point intine. Due in part to the hour

bei ng about 8:18 p.m, there was sone di scussion

about the best tine

to take these up. Al though

there may be other ways to handle that, | think that

what is the result of that discussion is a notion

hearing at which these will be argued by phone on

Cct ober 13 at 11: 00

a.m D dyou want to specify

an order in which these will be taken up?

M5. READ: | woul d propose the ConEd/ 11 EC

di scussion on Exhibit 3 go first, followed by the

ITEC/I11inois Power

motion to stri ke debate,
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followed by the Illinois Power/ClLCO debate.

EXAM NER JONES: Any objection to that order?

MR FLYNN:  No.

MR, LAKSHVANAN:  No.

MR ROBERTSON:  No.

EXAM NER JONES: That's what we will do then at
the close of this hearing today, which won't be a
very long tine from now

| do need to note there were a coupl e of
ot her points during the off -the-record discussion.
One regarded some of the confidential material, both
exhibits and in camera transcript portions when
t hose becone available. And | believe Ms. Read has
i ndi cated that she or soneone working with her wll
coordinate that essentially, in order to take care
of that.
| also noted, I will just nmention it for

on the record purposes, that fromny end we may be
i ssuing sone sort of draft format on an outline
brief orientation basis. |If we do that, that wll
be subnmitted to the parties on Tuesday or Wdnesday

at the latest for any comrent with regard to that.
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And | think that basically takes us where
we need to get at this point. Anything else for the
record? Let the record showt here is not. So just
so there is no m sunderstandi ng, subject to the
above-referenced notions which do have evidentiary
i ssues in themand other respects, the evidentiary
record is concluded at this point in tinme. W thank
the parties for their participation and
perseverance. And at this time this matter is
conti nued for the purposes mentioned above to
Cctober 13 at 11: 00 a. m by phone.

(Whereupon the hearing in
this matter was continued
until October 13, 2000, at
11: 00 a.m in Springfield,

I1linois.)
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